BOARD OF EDUCATION Board Auditorium

Portland Public Schools Blanchard Education Service Center
REGULAR MEETING 501 N. Dixon Street
June 23, 2014 Portland, Oregon 97227

Note: Those wishing to speak before the School Board should sign the public comment sheet prior to the start of
the meeting. No additional speakers will be accepted after the sign-in sheet is removed, but testifiers are
welcome to sign up for the next meeting. While the School Board wants to hear from the public, comments must
be limited to three minutes. All those testifying must abide by the Board’s Rules of Conduct for Board meetings.

Public comment related to an action item on the agenda will be heard immediately following staff presentation on
that issue. Public comment on all other matters will be heard during the “Public Comment” time.

This meeting may be taped and televised by the media.

AGENDA
1. SUPERINTENDENT'S REPORT 6:00 pm
2. STUDENT TESTIMONY 6:20 pm
3. STUDENT REPRESENTATIVE REPORT 6:35 pm
4. RECOGNITION OF STUDENT REPRESENTATIVE 6:45 pm
5. TRANSPORTATION INTERGOVERNMENTAL AGREEMENT 6:55 pm
(action item)
6. PUBLIC COMMENT 7:20 pm
7. BOND PERFORMANCE AUDIT 7:40 pm
8. 2014-2017 BARGAINING AGREEMENT: PORTLAND 8:05 pm

FEDERATION OF SCHOOL PROFESSIONALS (action item)

9. AMENDMENT No. 3 TO 2013-2014 BUDGET (action item) 8:20 pm

CONTINUED



10.

11.

12.

13.

14.

15.

ADOPTION OF 2014-2015 BUDGET (action item)

LOCAL OPTION REFERRAL (action item)

ROOSEVELT HIGH SCHOOL SCHEMATIC DESIGN (action item)

COMMUNITY ELIGIBILITY PROVISION

BUSINESS AGENDA

ADJOURN

8:40 pm

9:10 pm

9:25 pm

9:55 pm

10:15 pm

10:30 pm

Portland Public Schools Nondiscrimination Statement

Portland Public Schools recognizes the diversity and worth of all individuals and groups and their roles in society. The
District is committed to equal opportunity and nondiscrimination based on race; national or ethnic origin; color; sex;
religion; age; sexual orientation; gender expression or identity; pregnancy; marital status; familial status; economic status
or source of income; mental or physical disability or perceived disability; or military service.




DRAFT 4/24/2014

INTERGOVERNMENTAL AGREEMENT
BETWEEN
PORTLAND PUBLIC SCHOOLS, SCHOOL DISTRICT NO. 1J
AND

THE CITY OF PORTLAND

This INTERGOVERNMENTAL AGREEMENT (“Agreement”) is made and entered into as of

, 2014, by and between PORTLAND PUBLIC SCHOOLS, SCHOOL DISTRICT NO. 1],
MULTNOMAH COUNTY, OREGON (“District”) and THE CITY OF PORTLAND, PORTLAND
(“City”) pursuant to ORS Chapter 190 (Intergovernmental Cooperation).

PURPOSE

The purpose of this Agreement is to identify how the City will review, prioritize and
implement transportation system improvements to increase active transportation access
to school sites operated by the District.

RECITALS

A. On February 23, 2011, the Portland City Council adopted Ordinance 184443
improving land use regulations related to schools as part of the Schools and Parks
Conditional Use Code Refinement Package.

B. The City and the District entered into a Memorandum of Understanding on May 13,
2011,which expressed a preliminary agreement to use the City’'s Safe Routes to School
("SRTS”) program administered by the Portland Bureau of Transportation (“PBOT") as
the primary mechanism to address student transportation safety concerns throughout
the District.

C. District school sites are generally located in established neighborhoods and subject to
land use review under Portland City Code Title 33, the Planning and Zone Code, as
approved conditional uses. Land use review criteria include determination of
transportation capability to support school site development proposals subject to
Conditional Use Review approval.

D. The District and City agree that funding to address infrastructure improvements is a
limited resource and that increasing active transportation access to school sites sustains
transportation system capability and neighborhood livability.



E. The District and City desire to create a means of assessing transportation system
capability to support District improvements that prioritizes active transportation and
recognizes SRTS Policy equity goals to meet the requirements of Title 17, Public Works,
as a condition of approval under Title 33 or as a result an early assistance appointment,
public works inquiry, or permit review. The City does not anticipate significant
transportation improvements being required for any individual school site since most are
located in areas where their frontages already have standard improvements.

F. The Public Works Appeal process allows for proposed alternatives consistent with
applicable City Code, rules, standards, and policies.

G. This Intergovernmental Agreement ("IGA") is intended to formalize that Agreement in
support of the District Supplemental Transportation Plan Update (“STPU”), SRTS
engineering strategies and mutual commitment to equitable active transportation access
policies by the District and the City.

AGREEMENT
The City and District agree as follows:

l. DEFINITIONS

A. Portland Safe Routes to School (SRTS) means: Portland Safe Routes to School
is a program of the City’'s Bureau of Transportation that partners with schools,
neighborhoods, community organizations and agencies that advocates for and
implements projects that make walking and biking around our neighborhoods and K-8
schools fun, easy, safe and healthy for all students and families while reducing our
reliance on cars. SRTS program elements include equity, education, engineering,
enforcement, encouragement and evaluation. SRTS is funded through federal and state
transportation funds.

B. Capital Funding Decision Matrix (CFDM) means: A SRTS set of weighting criteria
that ranks K-8 schools in terms of transportation safety needs based on equity, safety,
and past program expenditures. The criteria have been in use since 2011 by the SRTS
program and stakeholders to help allocate limited capital resources toward school
student walk areas with the most needs in an equitable and transparent manner.
Application of the CFDM in the context of this Agreement would rank District K-8 schools
to develop a master priority project list to support the District's Supplemental
Transportation Plan Update, to meet transportation criteria condition of approval under
Title 33, or as a result of an early assistance appointment, public works inquiry, or permit
review.

C. Supplemental Transportation Plan Update (STPU) means: A plan required of the
District by the ODE for the reimbursement of approved supplemental transportation
costs of K-12 students. The plan requires documenting and evaluating the safety of
student walk areas, the 1-mile walking radius of K-8 school sites and 1.5 mile of 9-12
school sites, and identifies barriers to active transportation access to the school sites.
The STPU will identify health or safety reasons that necessitate providing supplemental
transportation. The STPU will identify planned support for removing or mitigating safety



barriers in the public right-of-way, within applicable walking mile limitations, working
towards reducing the need for supplemental transportation.

I JOINT OBLIGATIONS OF CITY AND DISTRICT

A. The City and District will use the City’s SRTS program as the primary mechanism to
increase active transportation access to all K-8 and 9-12 school sites operated by the
District. This approach will include:

1. Expanding the existing CFDM to include all K-8 school sites operated by the
District through the civic engagement and planned support for the STPU.

2. Annual review of the CFDM upon adoption of the STPU planned support
document by the District School Board and approved by the ODE.

3. A mutual intent to fund infrastructure improvements at schools identified in the
CFDM with monies available to the SRTS program, District contributions from
voter-approved capital bond programs, as well as available City resources,
including urban renewal financing.

4. Joint use of the CFDM methodology when identifying active transportation
improvements to increase transportation capability to meet the requirements of
Title 17, Public Works, as a condition of approval under Title 33 or as a result of
an early assistance appointment, public works inquiry, or permit with the District
as applicant and PBOT as respondent. Evaluation of transportation system
capability will include improvements identified within the STPU planned support
document and SRTS CFDM.

5. ldentification of projects through CFDM ranking to meet Conditional Use
Review requirements based on the relative priority of the project within the STPU
planned support document and funding availability.

6. Joint coordination of efforts to improve active transportation routes to mass
transit stops that serve high school clusters where feasible.

7. Joint lobbying of existing funding sources, including Oregon Department of
Transportation (ODOT) and the Federal Highway Administration (FHWA) to
increase the share of funding from the national program for Oregon/Portland and
explore additional funding for the program through (but not limited to) Metro’s
Regional Transportation Plan and Metropolitan Transportation Improvement
Program.

8. Mutual acknowledgment that future capital bond work conducted by the
District will involve the modernization and rebuilding of some schools.
Modernization of schools will involve existing buildings. Depending on the site
characteristics, this may preclude the installation of transportation infrastructure
improvements adjacent to existing buildings.

B. District and City recognize that the City and the SRTS program have obligations
to all of Portland’s school districts. Outside of the District’'s capital bond funds,



District and City intend that this Agreement will not prioritize SRTS funding to
Portland Public Schools to the detriment of service to Portland’s other school
districts.

C. The District and City will consider active transportation improvements as an
alternative means to increase transportation system capability.

D. The City and the District agree to using the SRTS CFDM when allocating funds
to public right-of-way, capital improvement projects within the District to increase
active transportation access to school sites.

E. The City and the District agree that projects identified through the application of
CFDM for individual schools may be proposed through conditions of approval to
meet all or part of the transportation approval criteria in the City’s zoning code
applicable to school uses that trigger zoning code review as a result of grade
level changes, placement of portable or modular classrooms, or reopening of a
school site that has lost school use entitlements.

DISTRICT OBLIGATIONS

A.. Based upon voter approval of the capital bond for the District on November 6,
2012, the District will provide $5 million in restricted funds to SRTS for the sole
purpose of funding projects that increase active transportation access to K-8 and
high school sites operated by the District. The District will provide the restricted funds
between FY 2014 and FY 2020 in disbursement amounts to be determined. While
the District does not anticipate significant transportation improvements being
required due to work stemming from the capital bond program, this funding will be
used to fund any improvements required by Conditional Use Review in the public
right-of-way.

B. District financial contributions to these projects will be administered by the District
on a reimbursement basis to the City of Portland within 30 days of receipt of invoice.

C.. The District will direct its capital improvement project management staff and
traffic engineering consultants to consider active transportation improvements as an
alternative means to increase access to school sites and to sustain transportation
system capability and neighborhood livability.

D. The District will engage in a master planning process for each school undergoing
full modernization or replacement as part of any voter-approved capital bond work.
The master planning process will occur prior to City land use review and will serve as
an opportunity to engage the local community in the design process including issues
and concerns relative to the local transportation system.

E. District master planning efforts of rebuild and full modernization projects will seek
to minimize the extent by which proposed development increases trip generation and
require improvements in the public right-of-way that are vehicular oriented. This may
include transportation demand management plans incorporated into master plans
that identify mode-split goals and increasing transportation system capability through
improved active transportation access to school sites under consideration.



F. As the master planning for the 2012 Capital Bond Program will occur prior to the
completion of the District STPU and production of a planned support document,
District staff and consultants will include PBOT staff in the project design process to
identify active transportation projects that efficiently and economically meet
anticipated Title 33 and Title 17 requirements as a result of an early assistance
appointment, a public works inquiry, or permit review.

G. The District will provide to SRTS $200,000 for civic engagement and planned
support consulting services for the STPU project. Monies will be made payable over
FY 2014, 2015, and 2016 in disbursement amounts to be determined and predicated
upon annual District budget approval.

H. The District will incorporate SRTS program elements of equity, education,
encouragement, engineering, enforcement, and evaluation into the STPU.

I.  The District will support the SRTS evaluation program elements during the STPU
project as follows.

1. Develop, conduct and provide to SRTS use of a Geographic Information
System (“GIS”) analysis methodology to assess student walk-area safety and
safe walk route finding.

2. Conduct, and provide to SRTS, District level GIS analysis of existing
conditions in student walk-areas.

3. Conduct, and provide to SRTS, school-site level GIS analysis of student
walk-areas pedestrian network completeness, safety assessment, and safe
route wayfinding.

J. The District will support the SRTS engagement program element during the STPU
project as follows:

1. Provide student walk-area mapping for the above to support community
open houses and targeted, equity-based community walks/open houses.

2. Provide staff to assist with community open houses and targeted, equity-
based community walks/open houses.

3. Provide translation services for mode-split surveys.

4. Provide translation services at community open houses and targeted,
equity-based community walks/open houses.

5. Provide child care services at community open houses and targeted,
equity-based community walks/open houses.

K. The District will align the SPTU planned support document with SRTS equity
policy and CFDM.



V.

L. The District will use existing SRTS program elements to assess student walk
areas and develop a planned support document for the STPU to identify barriers to
active transportation.

M. The District will provide to SRTS restricted funds for the purpose of increasing
active transportation access to school sites operated by the District where capital
bond funded projects occur.

N. The District will provide consulting funds to SRTS for the purposes of civic
engagement and production of a planned support document for the STPU.

CITY OBLIGATIONS

A. PBOT will ensure that restricted funds provided by the District to SRTS are used
for active transportation improvement projects eligible for authorized capital bond
funding. These projects must serve to increase active transportation access to
school sites identified within a District capital bond funding program. In addition to
using the funds for active transportation projects, funds will be used to satisfy any
transportation criteria of Conditional Use Reviews and/or Public Works requirements
at individual schools sites where capital bond funded development is proposed.

B. PBOT will provide to the District a master list of projects by high school cluster,
that are identified through the CFDM, for approval prior to undertaking project
engineering paid for in whole or in part with the restrict District funds.

C. PBOT will provide the District project descriptions and cost estimates for review
prior to undertaking construction of any active transportation improvement project
paid for in whole or in part with the restricted District funds.

D. PBOT will evaluate the components of existing school-specific transportation
safety plans (e.g. SRTS Engineering Strategy Reports and Continuous Service
Plans) to determine how they could be modified to better address the transportation
criteria of the Conditional Use Review requirements until the successor District STPU
planned support document is adopted by the District School Board and approved by
ODE.

E. PBOT will incorporate the District STPU planned support document into the
SRTS CFDM.

F. PBOT will reference existing SRTS Engineering Strategy Reports and
Continuous Service Plans and the successor STPU planned support document as
the initial mechanism by which staff response to Title 33 transportation-related
approval criteria or Title 17 permit review are made. The District may offer these
documents as primary evidence to demonstrate compliance with these transportation
criteria as part of a land use review application or public works appeal request.

H. PBOT will provide a SRTS project team, including project manager, organizers,
and technical services to conduct STPU civic engagement community and the
production of a planned support document.



I. PBOT will provide and evaluate SRTS mode-split surveys for K-5, K-6, and 6-8
sites where not previously conducted or updating is required.

J. PBOT will organize and staff eight SRTS student-walk area assessment and safe
walk route wayfinding community open houses by high school cluster.

K. PBOT will organize and staff three targeted, equity-based SRTS community
walks and open houses.

L. PBOT will produce SRTS engineering strategy reports by high school cluster for
use in the planned support document.

M. PBOT will advise the District in the alignment of STPU planned support with the
SRTS equity policy and CFDM.

O. The City will, in assessing transportation system capability to support District
school site development projects, prioritize active transportation and recognize SRTS
Policy equity goals.

GENERAL PROVISIONS

A. Good Faith Agreement.The District and the City recognize this IGA is of mutual
benefit to each Party, and the safety of PPS students. By executing this IGA, the
District and the City intend to negotiate, in good faith, the means of assessing
transportation system capability to support District improvements that prioritizes
active transportation and recognizes SRTS Policy equity goals to meet the
requirements of Title 17, Public Works, as a condition of approval under Title 33 or
as a result of an early assistance appointment, public works inquiry, or permit review.

B. Administration of the Agreement.The Commissioner in Charge of PBOT, or
her/his designee, is authorized to administer the City responsibilities stated in this
Agreement. The Executive Director of the District’'s Office of School Modernization,
or her/his designee, is authorized to administer the District responsibilities stated in
this Agreement.

C. Effective Date/Term. This Agreement is effective from the date that all Parties
have executed this Agreement. The term of this Agreement is from the date that all
Parties have signed it through November 10, 2020, the duration of the District's 2012
voter approved capital bond program. The IGA may be extended provided both
Parties agree in writing.

D. Amendments. The terms of this Agreement will not be waived, altered,
modified, supplemented, or amended, in any manner whatsoever, except by written
instrument signed by both Parties. The Commissioner in Charge of the Portland
Bureau of Transportation, or her/his designee, is authorized to amend this
Agreement provided it does not increase the cost to the City. The Superintendent or
his/her designee is authorized to amend this Agreement provided it does not
increase the cost to the District.



E. Captions. The captions or headings in this Agreement are for convenience only
and in no way define, limit or describe the scope or intent of any provisions of this
Agreement.

F. Law/Choice of Venue. Oregon law, without reference to its conflict of laws
provisions, will govern this Agreement and all rights, obligations and disputes arising
out of the Agreement. Venue for all disputes and litigation will be in Multhomah
County, Oregon. Before commencing any legal action under this Agreement, the
Parties agree to enter into mediation if a dispute arises that cannot otherwise be
resolved by the parties, as provided in Section V.M of this Agreement.

G. Severability/Survival. If any of the provisions contained in this Agreement are
held unconstitutional or unenforceable, the enforceability of the remaining provisions
will not be impaired. All provisions concerning the limitation of liability, indemnity and
conflicts of interest will survive the termination of this Agreement for any cause.

H. No Third Party Beneficiary. City and PPS are the only Parties to this
Agreement and as such, are the only Parties entitled to enforce its terms. Nothing
contained in this Agreement gives or will be construed to give or provide any benefit,
direct, indirect, or otherwise to third Parties unless third persons are expressly
described as intended to be beneficiaries of its terms.

I. Merger. This Agreement constitutes the entire Agreement between the Parties
regarding the substantive matters addressed in this Agreement. No waiver, consent,
modification or change of terms of this Agreement will bind either Party unless in
writing and signed by both Parties. Such waiver, consent, modification or change, if
made, will be effective only in the specific instance and for the specific purpose
given. There are no understandings, agreements, or representations, oral or written,
not specified herein regarding this Agreement.

J. Counterparts. Electronic Signatures. This Agreement may be executed in any
number of counterparts, all of which when taken together will constitute one
agreement binding on all Parties, notwithstanding that all Parties are not signatories
to the same counterpart. The Parties agree that they may conduct this transaction,
including any amendments or extension, by electronic means including the use of
electronic signatures.

K. Assignment. No Party will assign or transfer any interest in this Agreement, nor
assign any claims for money due or to become due under this Agreement, without
the prior written approval of the other Parties. This Agreement will bind and inure to
the benefit of, and be enforceable by, the Parties hereto and their respective
successors and permitted assigns.

L. Termination. This Agreement may be mutually terminated at any time by written
consent of the Parties. Either the City or PPS may terminate this Agreement upon
180 days prior written notice to the other Party.

M. Dispute Resolution. Inthe event a dispute arises regarding this Agreement, the
Parties agree to have high-level representatives of City and PPS to engage in
discussions before taking any legal action. If discussions fail to resolve the issue the
Parties will engage in mandatory mediation in an attempt to resolve the dispute. In



the event of mediation the Parties will each pay one-half of the mediator’s bill. If
mediation fails to resolve the matter either Party may take any legal action permitted
to it under the law of the State of Oregon.

N. No Substitute for Land Use Reviews. This Agreement is not a substitute for
any applicable Conditional Use Review requirements in Title 33 or any conditions of
approval that have been approved and are currently effective or are requirements
under Title 17 to maintain, repair or replace existing public works improvements to
applicable standards as the result of alteration during District school site
development projects.

BY:
Charlie Hales Carole Smith
Mayor Superintendent

City of Portland Portland Public Schools



Board of Education
Staff Report to the Board

Board Meeting Date: Executive Committee Lead:
November 19, 2012 C.J. Sylvester, Chief Operations Officer
Department: Presenter/Staff Lead:

Office of School Modernization Paul Cathcart, Project Manager

SUBJECT: Intergovernmental Agreement with City of Portland regarding transportation
improvements required by City regulations

BACKGROUND

In 2009, the City of Portland (“City”) initiated the “Schools and Parks Conditional Use
Code Refinement Project” to address concerns on the regulation of schools and parks.
Through this process the City’ s Planning Commission raised a concern about the
adequacy of transportation infrastructure near schools with younger students and
recommended City Council modify the City’s zoning code to require heightened land
use review for schools adding younger grades.

In response to the Planning Commission’s proposed zoning code changes, District staff
recommended that the City’s Safe Routes to School program be used to evaluate and
address transportation safety at all schools, not just schools that add younger grades.
City and District staff then developed an understanding of how to assess and address
transportation improvements at District sites.

The result of this effort was a memorandum of understanding (MOU) signed by the
District and the City in May 2011. The MOU outlines a process by which transportation
improvements required by City regulations at District schools would be evaluated,
prioritized and funded. The Board of Education adopted Resolution 4414, Resolution to
Adopt Memorandum of Understanding with the City of Portland Regarding Funding
Transportation Safety Improvements on February 28, 2011. The resolution authorized
the Superintendent or her designee to develop a draft intergovernmental agreement and
return to the Board for its approval. The attached draft IGA fulfills that direction.

This IGA limits the District’s required off-site transportation improvements to $5 million
dollars for the life of the 2012 eight-year bond program. Such off-site transportation
improvements may be required of a land use review or building permit and can include
such things as street widening, sidewalk or intersection improvements, signalization,
etc. that would primarily apply to the full modernization projects of the capital bond
program.

The IGA directs funding priority to transportation projects associated with schools sites
receiving full modernization in the 2012 voter-approved capital bond program; middle
schools that added younger grades (K-5) through the District’'s K-8 conversion process;

Reviewed and Approved by
Executive Committee Lead




and transportation projects that would improve the most significant transportation
deficiencies throughout the District.

The IGA requires the development of a process to establish a master list of all known
transportation improvement projects at District schools. This process will begin by
establishing a list of all transportation improvements identified at PPS schools through
the City’s Safe Routes to School (SRTS) program. Schools in the SRTS program begin
their participation with student and parent education and encouragement programs and
later develop engineering studies that identify specific projects within the walkable
distance of the school that will improve the ability of students and parents to safely get
to and from school. The engineering studies are developed in conjunction with staff,
parents, students and City traffic engineers.

The master project list required by the IGA would be compiled from the known
transportation safety projects identified in the continuous service plans (CSPs) for
schools participating in the SRTS program. The District and the Portland Bureau of
Transportation (PBOT) would add known transportation deficiencies to the master
project list for those schools that do not have projects identified in continuous service
plans. The master project list would be updated annually to include projects from
recently completed CSPs and projects completed through capital improvements at
schools or required by City codes and regulations at the time of building permit
issuance.

RELATED POLICIES / BOARD GOALS AND PRIORITIES
8.90.010-P Contracts

8.80.15-P Capital Improvements

Long Range Facility Plan: Goal 2; Guiding Principles A & C

PROCESS / COMMUNITY ENGAGEMENT

The IGA implements the intent of the MOU previously adopted by the Board and City
Council through their respective public hearing processes. The IGA specifies that a
process will be developed and approved by the Board and the City’s Planning and
Sustainability Commission on how the master project list will be established and
updated.

ALIGNMENT WITH EQUITY POLICY IMPLEMENTATION PLAN

This agreement with the City of Portland will prioritize investment of limited District
capital resources in transportation projects that improve the most significant
transportation deficiencies within the District first. Addressing higher priority deficiencies
first will begin to provide more schools with local transportation systems that better
ensure the safety of all students, staff and parents. This work effort is consistent with
the Long Range Facility Plan.




BUDGET / RESOURCE IMPLICATIONS

The IGA obligates the District to a maximum of $5 million of transportation-related
improvements required by the City of Portland for the District’'s 2012 voter-approved
capital bond work. Funding priority will be given to improvements to schools receiving
full modernization in the capital bond program, transportation projects that have the
greatest need relative to all District schools, and to schools involved in the Districts’ K-8
conversion process that added elementary school grades (K-5) to middle schools.

NEXT STEPS / TIMELINE / COMMUNICATION PLAN

This staff report is presented as information to the Board. No action is requested at this
time, although this IGA will appear before the Board on the November 26™ agenda for
Board action.

QUESTIONS FOR BOARD DISCUSSION
Does the draft IGA implement the intent of the MOU adopted by the Board in Resolution
44147

ATTACHMENTS
A. Draft Intergovernmental Agreement
B. Memorandum of Understanding
C. Resolution 4414
D. Staff report dated February 17, 2011



RESOLUTION No. 4414

Resolution to Adopt Memorandum of Understanding with the City of Portland
Regarding Funding Transportation Safety Improvements

RECITALS

In 2009, the City of Portland (“City”) initiated the “Schools and Parks Conditional Use Code
Refinement Project” to address concerns on the regulation of schools and parks. Through this
process the City’s Planning Commission raised a concern about the adequacy of transportation
infrastructure near schools with younger students. In addition to other recommendations, the
Planning Commission recommended zoning code language to the City Council requiring a Type
[Il Conditional Use Review when grades K-5 are added to a school containing grades 6-8. The
Planning Commission’s intention was to “allow for a public review of the safety of adding younger
children to a school (and transportation system) designed for older students.”

In response to the Planning Commission’s proposed zoning code changes, Portland Public
Schools (“District”) staff recommended that the City’s Safe Routes to School (“SRTS”) program be
used to evaluate and address the transportation safety at all schools, not just schools that add
younger grades.

At the City Council hearing of the Planning Commission’s recommended zoning code changes,
the City Council tabled the zoning code proposal and directed City staff to work with District staff
to develop a means to assess and address transportation improvements at District sites.

The resulting memorandum of understanding (“MOU”) provides details for a subsequent
intergovernmental agreement that would establish a process to identify, evaluate, and fund
transportation improvements at District schools.

The attached staff report and MOU outline the District's and City’s intention to use the City’s
existing SRTS program to prioritize and fund needed transportation improvements District-wide.

The Finance, Audit and Operations Committee reviewed this plan and unanimously recommends
its adoption by the Board of Education (“Board”).

RESOLUTION

The Board reaffirms its commitment to safe and secure routes to and from school for every
student, parent, and staff member in the District at every school and facility within the District in
collaboration with the City. The Board also reaffirms its obligation to meet the City’s Conditional
230 Use Review requirements to ensure the District’s school facilities can be supported by the
transportation infrastructure in the vicinity of each school.

The Board affirms the development of a process, also to be affirmed by the City’s Planning and
Sustainability Commission, to establish criteria to evaluate and prioritize known transportation
safety improvement projects around District school sites.

The Board affirms the development of, and the District’s participation in, an advisory committee to
establish a Master Project List of transportation safety improvement projects. The Board
understands the intention in developing such a list is to prioritize transportation safety projects for
funding by the City’s SRTS program. The Board understands priority for funding of projects on the
Master Project List will be given to school facilities to receive full modernization as proposed by the
District’s capital bond campaign, schools integrating grades K-5 as part of the District's K-8
conversion process, and schools with the greatest unmet need for transportation safety.



4, The Board affirms its intention to fund up to $5 million in transportation improvement projects
identified in the Master Project List to be developed jointly by the District and City. This funding
commitment is contingent upon voter approval of a capital bond for the District and would be for
the duration of the bond period. The District intends the $5 million to represent its financial
obligation for transportation improvements over the life of the six-year capital bond program.

5. The Board approves the attached MOU and authorizes the Superintendent or her designee to
develop a draft intergovernmental agreement executing the intention of the adopted MOU and
return to the Board for its approval.

C. Sylvester / P. Cathcart



RESOLUTION No. 4689

Resolution to Adopt Intergovernmental Agreement with the City of Portland
Regarding Funding of Transportation Safety Improvements

RECITALS

In May 2011, Portland Public Schools (District) and the City of Portland (City) signed a
memorandum of understanding (MOU) outlining a process by which transportation improvements
required by City regulations at District schools would be evaluated, prioritized and funded. The
Board of Education (Board) adopted Resolution 4414, Resolution to Adopt Memorandum of
Understanding with the City of Portland Regarding Funding Transportation Safety Improvements
on February 28, 2011. The resolution authorized the Superintendent or her designee to develop a
draft intergovernmental agreement and return to the Board for its approval.

District and City staff collaborated to develop a draft intergovernmental agreement (IGA)
implementing the direction provided by the MOU and the resolutions adopting the MOU by the
Board and City Council including:

i. Directing funding priority for transportation improvements to be paid for by the District’'s
voter-approved capital bond to schools receiving full modernization; middle schools that
added younger grades during the District’'s K-8 process; and projects that would improve
significant transportation deficiencies at other district schools;

ii. Commits a maximum of $5 million of District capital bond funding to required
transportation improvements;

iii. Development of a master project list of known needed transportation improvement using
projects identified in the City’s Safe Routes to School (SRTS) continuous service plans;
and

iv. Use of SRTS continuous service plans to demonstrate compliance with City’s land use
review transportation criteria.

RESOLUTION

The Board of Education reaffirms its commitment to providing safe and secure routes to and from
school for every student, parent, and staff member in the District at every school within the
District. The Board also reaffirms its obligation to meet the City’s Land Use Review requirements
to ensure the District’s school facilities can be supported by the transportation system in the
vicinity of each school.

The Board affirms the need to prioritize transportation safety improvements throughout the
District. The Board affirms the development of a process (also to be affirmed by the City of
Portland’s Planning and Sustainability Commission) to establish criteria by which to evaluate and
prioritize known transportation safety improvement projects around District school sites. The
Board also affirms the development of, and the District’s participation in, an advisory committee to
establish a Master Project List of transportation safety improvement projects. The Board
understands the intent of developing the Master Project List is to prioritize transportation safety
projects for funding by the District capital funds and the City’s Safe Routes to School program.
The Board understands priority for funding of projects on the Master Project List will be given to
school facilities to receive full modernization as proposed by the District’s capital bond campaign,
schools integrating grades K-5 as part of the District's K-8 conversion process and schools with
the greatest unmet need for transportation safety.



The Board affirms its intent to fund up to $5 million in transportation improvement projects
identified in the Master Project List to be developed jointly between the District and City. This $5
million is intended to represent the District’s financial obligation for transportation improvements
over the life of the 2012 voter-approved eight-year capital bond program and intergovernmental
agreement to be signed by the District and the City.

The Board authorizes the Superintendent to enter into the attached intergovernmental agreement
with the City of Portland (as may be amended with City staff for clarification).

C. Sylvester / P. Cathcart

12/3/12



MEMORANDUM

Date: June 10, 2014

To: Members of the Board of Education
From: Bond Accountability Committee (BAC)
Subject: Bond Program Performance Audit #1

The BAC has reviewed Performance Audit #1 and has been briefed on the audit
recommendations along with the District's Management Response.

A requirement for annual independent performance audits reflects the District's
commitment to transparency and accountability. We applaud the thoroughness of
the audit process, and the thoughtful nature of the recommendations. We are
pleased to see and agree with the auditors’ conclusion that the management and
implementation of the bond program is off to a strong start.

Several of the audit recommendations concern issues that the BAC has also
addressed, and many have been or are being implemented by the District. We
view the recommendations as program enhancements and believe that they will
further promote delivery of quality, cost-effective and timely work. We find the
District’'s responses to be appropriate and reasonable. We understand the
rationale behind the two “Nonconcur” issues and will work with staff to be sure that
alternative solutions are effective.

The District has committed to completing implementation of most of the
recommendations this year, and to providing updates to the auditors when they
return in January 2015. In the meantime, the BAC will ask staff to report on
progress at our regular meetings.

In summary, the audit validates the District’'s budget and schedule assumptions
that supported the bond and verifies that an appropriate and effective
management structure is in place to address the challenges ahead.



Portland Public Schools Bond Construction Program:

PERFORMANCE AUDIT #1
June 2014

Hirsh and Associates,
Richard Tracy and Bill Hirsh






MEMORANDUM

To: Carole Smith, Superintendent;
CJ Sylvester, Chief, School Modernization

From: Bill Hirsh and Richard Tracy
Date: June 2014

Re: School Bond Construction Program - Performance Audit #1

Attached is our performance audit report of the School Bond Construction Program for the
Portland Public School district. This is the first of four annual audits and covers the period

from the start of the bond (November 2012) through March of 2014.

We would like to thank the management and staff of the school district and of the Office

of School Modernization for their assistance and cooperation in conducting this audit.

We look forward to meeting with the School Board to more fully discuss the report’s

findings and recommendations.

cc:
Jim Owens, Executive Director, Office of School Modernization
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SUMMARY

he Portland Public School district has embarked on an ambitious eight year

capital improvement program to modernize, replace, and improve school

buildings. With the passage of Ballot Measure 26-144 in November of 2012,
the district was authorized to issue $482 million in general obligation bonds to finance the
costs of planning, design, and construction. This report is the first annual performance
audit of how well the district is managing and implementing the School Building

Improvement Bond program.

Our evaluation of the bond program shows that the district has made a strong start.

Specifically, we found that the district has:

* Successfully completed the first summer improvement project on-
budget, on-time, and in accordance with ballot measure promises (page
20)

» Completed Master Plans for the modernization of Roosevelt HS and
Franklin HS (page 55)

* Selected two Construction Manager/General Contractor (CM/GC) firms
to help design and construct the first two high school modernizations

(page 50)

» Established a sound management structure and a foundation of policies
and procedures to guide the implementation of the program (pages 28
and 36)

+ Communicated extensively with the community about the status of bond
program work (page 79)

* Engaged families, the community, teachers and staff, students, and other
stakeholders in the planning and design of buildings (page 81)
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In addition, our review of the bond program policies and procedures and our analysis
of a sample of transactions and contracts indicate that the program is generally complying
with protocols for receiving and paying invoices, procuring design and construction
services, and informing the community about the progress and status of bond projects.
While many policies and procedures are in place and working as intended, we also noted a
number of opportunities to improve certain processes, strengthen compliance, and add new
procedures to reduce risk and potentially improve performance. Some of the most

significant opportunities for improvement include:

* Adopt and implement standard operating procedures for managing bond
projects which would include requirements for a project management
plan, an approach to quality management, budgeting and scheduling
protocols, and project safety and risk plans (page 62)

* Improve the rigor of the Balanced Scorecard reporting tool to provide
more complete, understandable, and transparent performance
information (page 38)

» Adopt the State of Oregon Attorney General’s Public Contracts Model
Rules and increase the change authority limits for various OSM and
FAM positions (page 43)

* Review project scheduling processes to better meet the needs of project
directors/managers (page 35)

* Implement new change order approval processes to ensure work is
approved by authorized staff before work begins (page 69)

» Better manage on-site construction by clarifying the roles of the project
director/manager, coordinator, and construction manager (page 70)

+ Continue to explore opportunities to establish compatibility between
PeopleSoft financial accounting and reporting software and e-Builder
project management software (page 73)

We make a number of recommendations in the body of the report that are compiled and
summarized in the Recommendations section of the report on page 83. We note
throughout the audit that a number of the recommendations have been implemented or are

in the process of being implemented since the audit test period was finished.
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This is the first of four performance audits of the School Building Bond Construction
program. Because the program is still in its early stages, we placed emphasis this year on
evaluating the program’s first completed project and determining the existence and
adequacy of policies and procedures to manage, guide, and control the program. In future
years, as the program begins design and construction of additional summer projects and the
major modernization projects, we will assess how well administrative and controls systems

are working and how well the program is meetings goals and objectives.
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INTRODUCTION

n November of 2012, the voters of the of the Portland Public School district

approved Ballot Measure 26-144 authorizing the Portland Public School district to

issue up to $482 million in general obligation bonds to finance capital projects to
replace, renovate, and upgrade schools and classrooms throughout the district. The intent
of the eight-year program is to rebuild three high schools, replace one K-8 school, and
improve roofs, seismic safety, access, and science classrooms at up to 63 other schools.
This performance audit assesses the progress of the School Building Improvement Bond
program to determine if the district is achieving the goals of the program and has
established and implemented effective and efficient policies and procedures to manage the
program. The overall purpose of the audit is to provide useful information to help
strengthen the operations of the bond program and to assist in providing public

accountability for the use of voter approved tax resources.

Background on the School Building Improvement Bond program

ver the past decade, the Portland Public School district conducted a number of

evaluations of the condition and capacity of its school buildings and facilities.

A comprehensive study by Magellan Consulting in 2008 reviewed the
condition and adequacy of major systems in each PPS school building. This study and
other internal assessments found that, on average, PPS schools were older than 65 years,
more than half were built before 1940, and some are over 100 years old. Lack of stable
capital funding for school facilities resulted in $1.6 billion in deferred maintenance. In
addition to facility condition studies, in 2009 the district performed three other building
assessments. The Historical Building Assessment identified the character-defining features

of all school buildings constructed prior to 1979 to determine comparative levels of
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historical integrity and evaluate their eligibility for National Register of Historic Places.
The study also identified key architectural features at 40 schools that would be useful in
future facility improvement decisions. The Americans with Disabilities Act Assessment
identified current accessibility deficiencies and described required upgrades and associated
costs to reach full compliance. The Seismic Safety Study of existing school facilities
evaluated 12 representative Portland school buildings to identify seismic deficiencies,
develop preliminary rehabilitation options, and identify probable costs for construction for

these options on a square foot basis extrapolated across all schools.

LONG RANGE FACILITY PLAN

In June 2012, the Portland School board adopted a Long Range Facilities Plan as required
by Oregon statute to identify the school district’s facility needs for the next ten years.

With the assistance of a citizen advisory committee, district staff evaluated the adequacy of
existing educational facilities, planned for future capital facilities spending, and addressed
how the student population will be housed over the next decade. The Long Range Facility
Plan established a set of Facility Goals and Guiding Principles to guide facility planning
and capital investment decisions. In brief, the Plan states that PPS should create effective,
accessible, and inclusive learning environments for 21* century education, that help all
students achieve. The plan serves as the foundation for the current school construction

bond program and any future capital improvement bonds.

BALLOT MEASURE 26-144

Approved by Portland Public School District voters in November 2012, the measure
authorizes the Portland Public School district to issue up to $482 million of general
obligation bonds to improve schools. The bonds are intended to finance capital costs that:

» Replace leaking, worn or deteriorating school roofs

» Renovate or replace schools

» Strengthen schools against earthquakes

» Repay loans for capital costs
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« Increase access to schools for students, teachers and visitors with
disabilities

» Upgrade science classrooms at middle grade schools

The bond measure specifically names three schools that would be renovated (Franklin
HS, Grant HS, and Roosevelt HS) and one school that would be replaced (Faubion PK-8).
The measure also provides funding to begin planning for upgrades at all other high schools

in the coming years.

The bond measure provided for citizen accountability and oversight, and annual audits
of bond projects and expenditures. The 2012 School Building Improvement Bond program
has other resources from various sources that provide additional support to bond funds for
the capital improvement program. The total resources of the program from all sources are

shown in the table below.

Figure 1 2012 Capital Improvement Program resources from all sources

General Obligation Bonds $482,000,000
SRGP funds and PPS contribution (seismic upgrades) $1,585,068
Facilities and Maintenance capital funds $4,458
SB1149 funds (energy efficiency and renewable energy) $801,810
Education specifications $300,000
Bond premium/debt savings $14,416,562
TOTAL $499,107,898

Source: OSM Operations Summary, March 2014
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OFFICE OF SCHOOL MODERNIZATION

The Office of School Modernization (OSM) is responsible for managing the School
Building Improvement Bond program under the overall direction of the Superintendent,
and the specific direction of the Chief Operating Officer (COO). Effective March 1, 2014,
a new position of Chief, School Modernization (CSM) was created to provide more direct
and specific high level management of the bond program. The new position replaces the
responsibilities of the COO in regard to oversight of the bond program. The daily
management of the bond program is delegated to the Executive Director of OSM. In
cooperation with the district’s Facility and Asset Management (FAM) department, OSM
has established plans, policies, and procedures to execute the capital construction program.
The program must comply with established federal, state, and local laws, and district
policies, rules, and procedures regarding procurement, construction contracting, budgeting
and financial reporting, land use and building codes, and equity in public purchasing and
contracting. Appendix A summarizes public procurement and contracting state statutes

and rules, and rules promulgated by the school district.

To carry-out the bond construction program, OSM has formed a “blended”
organizational structure composed of staff from OSM, FAM, and representatives from
district Accounting and Finance, Purchasing and Contracting, and Community
Involvement and Public Affairs. As shown below, the Executive Director of OSM provides
management direction for the program supported by 18 positions that, in turn, provide
project management, administrative and financial support to the Executive Director and
OSM. The OSM program receives additional program and construction management
support from a contracted firm, Heery International. This structure is intended to provide
coordinated management, control, and administrative support to ensure all of the

program’s 21 projects are completed successfully.

The organizational chart below shows the blended organizational structure of the

program.
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Figure 2 Blended Bond Team organizational chart
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BOND PROJECTS — BUDGET AND SCHEDULE

The School Building Improvement Bond program as of March 2014 is composed of 21

separate projects. These projects include:
» Full modernization of three high schools — Roosevelt, Franklin, and Grant
* Replacement of Faubion PK-8 elementary school

+ Six Summer Improvement Projects to replace roofs, correct seismic
deficiencies and accessibility problems, upgrade science classrooms,

and related other building conditions

» Master planning for six high schools — Benson, Jefferson, Lincoln,
Madison, Cleveland, and Wilson

» Two swing site improvements, and transportation upgrades to provide
temporary facilities for the students at Franklin and Grant High Schools
and at Faubion PK-8

» Three other separately budgeted projects account for program
management and contingencies, repayment of line of credit debt, and
the costs for preparing Educational Specifications

Each of the Summer Improvement projects will have a designated Project Manager
(PM) who will be accountable and responsible for achieving project goals such as safety,
scope, quality, budget and schedule. Each of the major modernization projects (Faubion,
FHS, RHS, GHS) will have a designated Project Director (PD) with the same
responsibilities, albeit on larger and more complex projects. Each PD/PM will have a

Project Coordinator (PC) to assist with the management of the project.

Project teams will be responsible for the complete life-cycle of the project — planning,
design, bid, construction, and post occupancy. For projects with construction phases, the
Project Director/Manager and team will be assisted by a Construction Manager provided

by Heery International. Current plans call for two CMs to be provided for IP 2014.

In addition, the program includes one project — Bond 2012 - to account for program
management, administration, contingencies, and other reserves. The program also created

two other projects. One accounts for the repayment of loans for capital costs at schools
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prior to the passage of the bond and the other accounts for Education Specifications used in

the planning and design of schools

The table below lists the 21 separate projects managed by the OSM, their current start

and completion dates, and current budget estimates as of March 2014.

Figure 3 School Building Improvement Bond program:
Projects, schedules, and budgets

Start Finish BUDGET (in millions) Bond
PROJECT date date Original Current funded
Franklin HS Jul 2013 Sep 2017 $81.6 $91.0 Yes
Grant HS Jul 2015 Sep 2019 $88.3 $79.1 Yes
Roosevelt HS Jun 2013 Sep 2017 $68.4 $82.2 Yes
Faubion PK-8 Mar 2013 Sep 2017 $27.0 $26.6 Yes
6 Improvement Projects, 2013-18 2013 2018 $67.7 $70.2 Yes
6 HS Master plans 2014 2020 $1.2 $1.0 Yes
Swing sites and transportation $9.6 $6.4 Yes
Marshal swing site Sep 2013 Jul 2015 0 $2.5 Yes
Educational Specifications Feb 2013 Mar 2014 0 $0.3 No
Debt repayment n.a. n.a. $45.0 $45.0 Yes
2012 Bond Program* n.a. n.a. $93.2 $94.5 Yes
TOTAL $482.0 $499.1
Source: OSM Operations Summary March 2014
* Includes program management and administration, reserves, contingencies.
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Stakeholder engagement and accountability structures

he district has put in place several mechanisms to provide public accountability

for the use of bond funds and to encourage stakeholder engagement and public

involvement in the implementation of the program. In addition to annual
financial and performance audits, two of the primary methods to provide public
accountability are the Bond Accountability Committee and the Balanced Scorecard
performance reporting. Stakeholder engagement and public involvement are supported
through Design Advisory Groups and the district communications plan for the bond

program.

BOND ACCOUNTABILITY COMMITTEE

In accordance with the requirements of the Ballot Measure 26-144 authorizing the bonds,
the district has formed a seven member community-based volunteer Bond Accountability
Committee (BAC). The BAC is chartered by the school board to assist in monitoring the
planning and progress of the school bond program relative to the voter approved work
scope, budget, and schedule objectives. The BAC charter charges the committee to meet at
least quarterly to actively review the implementation of the program and to provide advice
to the board on a number of topics including the appropriate use of bond funds, alignment
with goals and policies established by the board, compliance with safety, historic integrity
and access rules, and standards and practices for efficient and effective maintenance and

construction.

The BAC is comprised of individuals with a reputation for integrity and fairness, and
with experience in building design, construction, public contracting, finance, and auditing.
At the completion of this year’s audit period, the BAC had produced four public reports on
the status and progress of the bond program. BAC meetings are announced publicly and

are open to public participation.
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BALANCED SCORECARD AND OTHER PUBLIC REPORTING

The Office of School Modernization has initiated several approaches to report bond
program progress information to the school board and to the public. Specifically, OSM
provides monthly update reports to the school board and quarterly progress reports to the
Bond Accountability Committee. These reports provide information on the budget and
schedule status of the program and individual projects. The district also maintains a bond
program web page on the district website that contains information on the status of

summer improvement projects and major modernization projects.

A major feature of these updates and other public reporting by OSM is the Balanced
Scorecard performance measure and reporting tool. The Balanced Scorecard tool reports
on the overall performance of the bond program and on four specific perspectives related
to Budget, Schedule, Stakeholder involvement, and Equity in public contracting. A variety
of strategic objectives, performance measures and performance targets are tracked and
reported on a monthly basis in order to provide objective indicators on what is progressing
successfully and where improvements may be necessary. A color rating key is used to
indicate where progress is meeting or achieving district goals (green), where concerns are
noted (yellow), and where trouble exists (red). A summary of the four primary Balanced

Scorecard perspectives and objectives is presented in the table below.

Figure 4 Balanced Scorecard performance perspectives and objectives

Perspective Objective
BUDGET Design and construction costs within budget
SCHEDULE Design and construction are completed on schedule

STAKEHOLDER Project scope, design and construction meet educational, maintenance,
and DAG needs

EQUITY Projects addressing MWESB, apprenticeship, and student participation
goals
OVERALL Overall assessment of performance meeting the four perspectives
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EQUITY IN PUBLIC PURCHASING AND CONTRACTING

The Portland Public School district has established a policy and administrative directives

to ensure greater equity in its purchasing and contracting activities. In accordance with

this policy and administrative directives implementing the policy, the district has three

objectives:

1.

Business equity: The district will provide professional opportunities for all
district expenditures and purchases. The district administrative directive
established an aspirational goal that 18 percent or more of the payments made
for consulting services (PPS Division 48) and construction contracts (PPS
Division 49) will be paid to firms certified by the state as minority or women
owned businesses, or as emerging small businesses (MWESB).

Contractor workforce equity: The district will ensure apprenticeship
opportunities in the construction trades and promote construction employment
opportunities for people of color and women. The district administrative
directive to implement the policy states that, upon being awarded a public
improvement contract with a value of greater than $200,000, the contractor
will ensure that a minimum of 20 percent of labor hours in each
apprenticeable trade are performed by state-registered apprentices, and the
contractor will participate in outreach and other efforts to create an
apprenticeship program that reflects the diversity of the Portland metropolitan

area.

Career learning equity: The district will provide career learning
opportunities for students, particularly young people of color and women, in
various career paths including but not limited to architecture, engineering,
building trades and construction work and other related services. The district
administrative directive requires that all district contractors, procured under
divisions 48 or 49 of the District rules, with contracts exceeding $100,000,
will be required to register on the district’s career database and offer career
learning opportunities such as job shadows, guest speaker, informational
interviews, and career and workforce days and fairs.
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PROJECT DESIGN ADVISORY GROUPS

The planning and design or the three high schools undergoing major modernization and the
one elementary school that will be replaced will involve input from families, the
community, school teachers and staff, students, and other stakeholders. To ensure that the
unique needs of schools are considered in the planning and design of these schools, Design
Advisory Groups will be formed to provide feedback and input in the design process. To
date, DAGs for Roosevelt HS, Franklin HS, and Faubion PK-8 have been meeting to
discuss the services to be provided to students, the historical significance of the buildings,
the characteristics of the surrounding buildings, and opportunities for partnerships with
other organizations. The DAGs will be involved in the planning process from master
planning through the development of the project design. In addition to the DAG meetings,
the district also holds Public Design Workshops and open houses to further involve
interested citizens, students, and school families in the master planning and schematic
design development. The project design team will hold workshops and open houses to
obtain ideas, perspectives, and comments about the school history, special unique features,

and other perspective to consider in the design of the building.

BOND COMMUNICATIONS PLAN

In cooperation with the district’s Community Involvement and Public Affairs department,

OSM developed a draft bond communications plan. The objectives of the plan are to:

+ Keep the community informed on the status of bond projects

+ Keep the community informed about the alignment of spending to
bond priorities and highlight community oversight

* Build strong community ownership of the bond project

To achieve these objectives the plan will make web-based postings, distribute printed
materials, use social media, newsletters, flyers, open houses and tours, and presentations to
parent groups, business organizations, and neighborhoods associations. The intent of the
plan is to keep all stakeholders informed on the status of the plan. Stakeholders include

students, teachers, administrators, staff, parents and community members, PTAs and
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related groups, neighborhood and business associations, community organizations, and

potential partners.
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Audit objectives, scope, and methods

his audit has four primary objectives:

1. To determine if the bond program is completing projects on-budget, on-
schedule, and in accordance with the objectives of the voter approved bond
measure

2. To determine if the district has in place adequate and appropriate policies

and procedures to guide the management and implementation of the program

3. To evaluate if the district is following established policies, procedures, and
other rules in managing and implementing the bond projects

4. To identify opportunities to enhance and improve the performance of
the program

To address these objectives, we interviewed:

Chief Operating Officer (now the Chief, School Modernization)
Office of School Modernization, management and staff

Facilities and Asset Management, management and staff
Purchasing, management and staff

Accounting, management and staff

Program/Construction Management firm

Financial Auditor

Community Involvement and Public Affairs management and staff
Bond Accountability Committee

Finance and Budget, management and staff

In addition, we reviewed numerous documents including the Long Range Facilities

Plan, Educational Specifications, Historical Building assessments, OSM policies and

procedures, PPS rules and directives for purchasing and procurement, PPS accounting

controls and processes, and state public contracting statutes. We tested invoices and

contracts for a sample of specific projects conducted in the summer of 2013. We also
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tested purchasing and contracting documents for architectural design, construction, and
CM/GC selection. We utilized e-Builder, the project management software used by the
bond program, to obtain information on invoicing review and approval, budget and cost

reporting, project change orders and budget amendments, and public involvement.

This is the first of four annual audits and covers the period from the start of the bond
(November 2012) through March of 2014. Because only one project (Summer
Improvement Project 2013) was substantially complete during the course of our audit, we
placed more emphasis in this first audit on determining the existence and the adequacy of
policies and procedures to manage and implement the program. As the program begins the
design and construction phases of the modernization and replacement projects, we will
place more effort on how well policies and procedures are working for these major projects
and how successful the program is achieving its goals and objectives. Throughout the four
years of performance audits we will test financial transactions, public improvement
contracts, and other documents to ensure the program is complying with established rules
and procedures, and to identify opportunities to reduce risk, strengthen controls, and

improve performance.

This audit was performed in accordance with a personal services contract approved by
the Portland School board (October 7, 2014). We planned and conducted fieldwork from
mid October 2013 through March 2014. We conducted report writing and quality control
in April and May 2014. We conducted this work following professional standards for
performance auditing and obtained sufficient evidence to provide a reasonable basis for our
findings and conclusions. We make a number of recommendations pertaining to public
procurement and contracting that should not be construed as offering legal advice. The

district may wish to obtain legal counsel before implementing those recommendations.
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AUDIT RESULTS

he Portland Public School district has substantially completed the first year of

its planned bond projects on time, within budget, and in accordance with stated

objectives. Master planning and design for the major modernization projects at
Franklin, Roosevelt, and Faubion are well underway, and summer projects for 2014 are

approaching construction in accordance with the planned master schedule.

We found that district has established a foundation of policies and procedures to guide
the management and implementation of the 2012 Bond program. While many policies and
procedures are in place and working as intended, there are opportunities to improve certain
rules, procedures and processes, and to add new procedures to guide the program over the
next eight years. We believe these changes would reduce risk, strengthen controls, and

potentially improve the performance of the program.

Our specific tests of a sample of financial transactions and contracts during the first full
year of operation showed that the program is, with some exceptions, largely complying
with protocols for paying invoices, procuring and managing design and construction
services, and communicating with internal and external stakeholders. Invoices are paid
accurately and generally on time, procurements were fair and competitive, and public
outreach has been extensive. We believe that OSM should also consider several actions to
strengthen some practices to better comply with board policies and district procedures, and

to reduce potential financial and schedule risk.

The following sections describe in more detail our performance audit findings for the
first year of bond operations. We offer a number of recommendations for improvement

that are also summarized in the Recommendations section of this report on page 83.
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Achieving bond program objectives

he Portland School district achieved many of its stated objectives in the first full

calendar year of implementing the School Building Improvement Bond

program. We found that the 2013 summer Improvement Project was
substantially complete on time, overall bond spending is within the established budget, and
projects currently underway are consistent with the voter-approved Bond proposal. The
targeted student capacity of 1,500 established in the Long Range Facility Plan was
increased by board resolution to 1,700 for Franklin and Grant high schools and reduced to
1,350 for Roosevelt high school. Our review of one major construction contract showed
that construction quality was appropriate and safety incidents were minor. While the
program made positive strides toward addressing aspirational goals for achieving equity in
public contracting and purchasing, it is premature to evaluate success in achieving

apprenticeship trade and student participation in bond funded projects.

ON-TIME COMPLETION

In accordance with the Bond Proposal and the program schedule established by the Office
of School Modernization (OSM), the first project of the planned bond program — the 2013
Improvement Project — achieved substantial completion on time. The project substantially
completed the construction at six schools during the summer in time for school opening in
the fall. As shown in the table below, roof replacements, seismic upgrades, ADA
accessibility improvements, and science classroom improvements were constructed at

Alameda, Bridlemile, Laurelhurst, Lewis, Wilson HS, and Ockley Green.
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Figure 5 2013 Summer Improvement Projects

Roof and Seismic ADA Science
seismic Roof rehab accessibility classrooms
ALAMEDA v v
BRIDLEMILE v
LAURELHURST v v
LEWIS v
WILSON HS v v
OCKLEY GREEN v

Source: OSM Project Management Plan

In addition, at the completion of our fieldwork in March 2014, the bond program had
also initiated planning and design work on five other projects — IP 2014, Roosevelt HS
modernization, Franklin HS modernization, Faubion PK-8 replacement, and Marshall HS

modernization for swing site use. Master plans are complete for Roosevelt and Franklin.

As of the January 2014 report to the Bond Accountability Committee, the Roosevelt
and Franklin projects are currently behind the baseline scheduled completion for the
schematic design phase, and the Faubion project has not completed its master plan in
accordance with the baseline schedule. As shown below, Roosevelt and Franklin are 24
days behind scheduled in completing the schematic design and Faubion is 36+ days behind
in completing its Master Plan. According to OSM, a factor contributing to schedule
slippage for the high schools is the delay in completing the Educational Specifications,
which in turn was related to concerns about classroom utilization and teacher office space,
the adequacy of space provided for career and technical education (CTE), and an increase
in planned student capacity for both high schools that was approved by the Board of

Education in November 2013.
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Figure 6 Schedule status: Franklin, Roosevelt and Faubion

Baseline schedule Revised schedule Days behind
finish date finish date schedule
ROOSEVELT Schematic design Schematic design 24
by Feb 28, 2014 by March 24, 2014
FRANKLIN Schematic design Schematic design 24
by Feb 28, 2014 by March 24, 2014
FAUBION Master planning Master planning 36 +
by 2014 TBD

Source: Bond Accountability Committee Meeting Packet, January 15,2014

According to OSM, these delays in completing schematic schedules and master plan

should not impact construction completion or occupancy milestones. As of March 2014,

current schedules for FHS and RHS call for the compression of the construction document

design phase from 8 to 7 months, to bring the high school projects back on the original

schedule for construction and completion.
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SPENDING WITHIN BUDGET FOR ALLOWABLE ITEMS

As of March 2014, nine of 21 planned Bond program projects have had actual spending
in accordance with the overall program budget. However, only one project — IP 2013 - is
substantially complete at this early stage in the program. This project is forecasted to be
8.7 percent under budget, approximately $1.1 million less than the current revised budget.
The original budget was increased by $3,595,366 (from $9.,467 471 to $13,062,837) to
include separate seismic grant funding, addition of science labs at Ockley Green school,
and increased costs transferred from the COO contingency as identified by estimates at the
schematic design drawings phase. The table below shows all currently active projects - the
original budget, current budget, estimate at completion, actual spending to date, and
percent forecasted under budget as of March 1, 2014. Appendix B provides a full program

cost summary for all projects.

Figure 7 Active Projects: School Building Bond Improvement Program,
March 1, 2014

Actual % forecasted
Original Current Estimate at spending (under)/over
PROJECT Budget Budget completion** to date budget
FRANKLIN HS $81,5685,655 $91,163,158  $82,046,842 $629,290 (10%)
ROOSEVELT HS $68,418,695 $82,242,754  $74,026,637 $412,879 (10%)
FAUBION PK-8 $27,035,537 $26,645,880 $24,956,370 $818,758 (6.3%)
IP 2013 $9,467,471 $13,062,837 $11,930,613 $11,930,613 (8.7%)
IP 2014 $13,620,121 $15,737,734  $13,861,057 $891,854 (11.9%)
MARSHALL SWING SITE n.a. $2,500,000 $3,567,550 $14,167 42.7%
BOND PROGRAM $93,181,361  $94,527,463  $69,596,854  $3,372,586  (26.4%)

MANAGEMENT *

Source: OSM Bond Program Update, March 7, 2014
* Includes bond program staffing and payroll costs, management and administrative costs, reserves, contingencies, and escalation.

** Estimate at completion is based on the current actual use of project contingencies. Additional contingency spending
may occur during the course of project design and construction.

School Bond Construction Program 23 June 2014



The Marshall swing site improvement project is the only active project that, as of
March 2014 , is forecasted to be over budget. These improvements are intended to provide
temporary space at vacant Marshall high school for students that are displaced when
Franklin and Grant high schools are undergoing modernization. OSM management
believes that additional funding is available from reserves, contingency, or from the budget
of the second swing site project so that the budget for Marshall will be adjusted and

balanced.

Our detailed review of 26 invoice payments for six contracts associated with IP 2013
indicates that expenditures were consistent with ORS definition of allowable capital costs.
Specifically, Article XI, Section 11L of the Oregon Constitution, defines capital costs as
land and assets with a useful life of more than one year, including costs associated with
acquisition, construction, improvement, remodeling, furnishing, equipping, maintenance or

repair.

In addition, we reviewed the staffing costs associated with the management and
administration of the program to determine if these internal costs can be reasonably
supported with general obligation bond proceeds. As of March 2014, 18 administrative
and management positions are supported by the bond program. Of this total, 15 positions
are in the Office of School Modernization and the Facilities and Asset Management
departments. These positions provide management, operations and financial support, and
project direction for the program and the current active projects. An additional 3 positions
at PPS provide financial, procurement and contracting, and public outreach support for the
bond program but are supervised by managers in other departments, specifically the
Finance, Procurement and Contracting, and Community Involvement and Public Affairs.
Our discussions with these three staff indicate that all of their time is spent on activities
directly associated with supporting bond projects and the bond program, and their duties

appear to be related to expenditures authorized by the bond ballot measure.
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CONSISTENCY WITH BOND PROPOSAL AND LONG RANGE PLAN

Each of the currently active projects managed by the Office of School Modernization is
consistent with the Bond measure proposal approved by voters in November of 2012.
Specifically, the type and school location of modernization, replacement, and improvement
projects currently in progress align with the bond measure and the district’s public
communications. We did not find any other projects or activities being administered by
OSM that were not specifically identified in the voter approved ballot measure or in the

district’s public communications with the community.

In addition, the active projects we reviewed are generally consistent with elements of
the long range plan. However, high school student capacity for Franklin and Grant has
been increased by the board of education from the 1500 students stipulated in the Long
Range Plan to 1,700 target student capacity and 1,700 core capacity. (Roosevelt student
capacity was set by the BOE at 1,350 and core capacity at 1,700.)' Based on new student
enrollment information, the Board of Education approved a resolution in November 2013
that increased student capacity, added approximately 60,000 square feet, and increased the
total budget for high school modernization by $10 million, from $247 to $257 million. The
additional $10 million was funded from the $20 million Board of Education program level

contingency, leaving an additional $10 million for future changes if needed.

QUALITY AND SAFE CONSTRUCTION

While it is too early to reach any conclusions on the overall quality of construction and the
degree to which construction work was performed safely, our review of one major
construction contract at one of the school sites for IP 2013 showed that construction
quality was considered appropriate by OSM and safety incidents were minor. Our review
of field reports and our on-site walkthrough of work performed at Alameda school showed

work in place addressed the general scope as identified in the program management plan.

! Student capacity relates to instructional space for classrooms and teacher offices. Core capacity represents common
spaces such as cafeteria, physical education, performing arts, and media center.
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Our next audit will include additional assessment of construction scope in the summer

2014 Improvement Project.

EQUITY GOALS ADDRESSED

To address the districts equity objectives in purchasing and contracting discussed in the
Introduction, OSM had established specific requirements in its purchasing and bidding
documents, and its executed contracts to encourage the participation of MWESB firms in
the bond program, to ensure apprenticeship opportunities in bond program consulting and
construction contracts, and to require bond program contractors and consultants to offer
students career learning opportunities. The program is collecting data and monitoring
accomplishments for each of the projects in the bond program. The Balanced Scorecard

performance measurement and reporting tool will be discussed in more detail on page 38.

The performance to date of the School Building Construction Bond program in
achieving the objectives of the Equity in Purchasing and Contracting policy is mixed. As
of March 1, 2014, the percent of bond invoice payments made to MWESB owned
consultants and contractors averaged about 11.5 percent, less than the aspirational goal of
18 percent established by the district’s Administrative Directive. As shown in the table
below, approximately $15.6 million in invoice payments have been made to firms that hold
consultant and construction contracts under PPS Division 48 and Division 49 purchasing
rules. Contractors (Division 49) submitted invoices totaling $10,552,389 of which
$976,070 was paid to MWESB firms (9.2%). Consultants (Division 48) submitted
invoices totaling $4,704,366 of which $810,996 was paid to MWESB firms (17.2%).
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Figure 8 Percent of bond program payments to MWESB firms (consultants and
contractors): January 2013 to March 2014

TYPE OF Total amount Payments to % of payments
CONTRACT/PURCHASE of invoices paid MWESB firms to MWESB firms
Division 48 — A&E and survey and $4,704,366 $810,996 17.2%
related services

Division 49 — Public $10,552,389 $976,070 9.2%
Improvements

Total 48 and 49 contracts $15,603,545 $1,787,066 11.5%

Source: OSM Operations Summary, March 2014

It is premature to evaluate the performance of the program in promoting workforce
equity in bond program contracts because the district only recently contracted with the City
of Portland to administer and monitor this program. OSM indicates that it will be able to

report on the objective beginning in July 2014.

It is also difficult to reliably report on the provision of career learning opportunities to
PPS students bond program contracts because information provided by the non-profit
agency responsible for the workforce registry database has not been accurate. Although it
appears that all contractors and consultants that should have registered with the database
have fulfilled their responsibilities, our discussions with PPS officials and review of email
communications indicates that the database at the completion of our audit work did not
include all the contractors with contracts. Officials from the non-profit registry agency are
aware of the problems and have committed to improving the registry. In addition, the
registry agency reports we reviewed showed that only some schools and students made
requests to participate in one of the career learning opportunities offered by the registered
consultants and contractors. OSM told us that they will pursue other methods to get
students involved with career learning in addition to requiring contractors and consultants

to register with the workforce database.

We will spend additional time in subsequent audits evaluating the performance of

OSM in achieving equity in purchasing and contracting goals.
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Establishing and following bond program policies and
procedures

he Office of School Modernization has developed a variety of policies,

procedures, systems, and practices to manage and implement the School

Building Improvement Bond program. These systems are intended to provide
the district and OSM with reasonable assurance that the bond program goals are achieved
efficiently and effectively, and that the risks to the program are minimized and adequately
controlled. To determine the adequacy and completeness of these systems, and to assess
the degree to which they are used and with which they are complied, we evaluated the
following broad categories of OSM policies, procedures, systems, and practices, and tested

a sample of financial transactions, contracts, and processes:
1. Program management
2. Purchasing and Procurement
3. Planning and Design
4. Project and Construction Management
5. Cost and Budget Management

6. Public Engagement and Communication

The sections that follow discuss the most significant policies and procedures in place at
OSM, identify opportunities for improvement, and provide specific recommendations to

strengthen compliance, control, and performance.
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1. Program management

o guide the management of the School Building Improvement Bond program,

the Office of School Modernization developed a Program Execution Plan and a

Program Management Plan. The program execution plan provides an overview
on how the program will operate, how the program will be composed of multiple projects,
the sequencing of these projects, methods for public and internal engagement and
oversight, procurement and contracting strategies, and the structure for budget and bond
finance. The Program Management Plan is a longer and more comprehensive guide for the
management of the program including details on organizational structure and staffing,
master budgeting and scheduling, methodologies, performance and accountability
reporting, and standard operating procedures for planning, designing, constructing, and
completing bond projects. Our analysis of the adequacy and completeness of program

management policies and procedures follows.

PROGRAM MANAGEMENT PLAN (PMP)

The baseline Program Management Plan published in October of 2013 contains
considerable information on the general context of the bond program and how it will be
managed. It is a foundation document and serves as the initial framework for establishing
methods of control and documentation for all subsequent program activities that will be
pursued to achieve the goals of the bond program. It addresses a broad range of topics
including procurement, scheduling, cost, construction quality, project management,
contract management, record keeping, and project closeout. It also defines bond program
goals and objectives, and the roles and responsibilities of the management and staff of the
bond program. The PMP references a number of documents that will further guide internal
and external decision making such as project standard operating procedures, educational
specifications, design and maintenance standards, communication plans, and safety and

quality policies.

Our review of the PMP and the associated documents referenced in the PMP indicates

that while many elements of the PMP are in place, it is not a complete or updated
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document. It is intended to be annually updated but the 2014 update has not occurred.
While the PMP is intended to be a living document that will be revised and updated as the
program proceeds, there are several important elements of the latest version of the PMP
that are late in development, missing, or are incomplete. In our view, the program and staff
would benefit if the following major pieces of the PMP were completed within the 2014

calendar year, if not substantially sooner:

* Project management plans

« Standard operating procedures

» Maintenance and design standards

* Budget management and schedule compliance procedures

* Program safety guidelines

Each of these documents is discussed in more detail later in this report.

In addition, the Project Management Plan should also include hardcopy documents or
links to documents that have been completed since the October version was published. For
example, the PMP Appendix should include copies or links to the following documents
that have been completed — Educational Specifications (Vision and High School
specifications and specifications for other grade levels) and the final Communications

Plan.

At the completion of our audit work, OSM had prepared a revised PMP that is
currently under review. It is expected that the revised PMP will be posted by the end of
May 2014.

RECOMMENDATION 1

To ensure the program has a solid foundation to guide the implementation of the
program over the next several years, OSM should update the Program Management Plan

and include missing documents.
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MASTER BUDGET

OSM developed a reasonable methodology in initially establishing project budgets for the
major capital improvements of the bond program. Our review of the assumptions and
targeted costs and percentages contained in these assumptions, indicates they were
consistent with ranges used within the industry and in line with independent cost
construction estimates. The methodology described below was used to estimate the project

costs at the time of passage of the bond by voters.

The primary elements of the initial budget estimating model used for the three high

schools in this bond are as follows:

» Student enrollment capacity — The number of students enrolled will
affect the amount of space needed. Planning at the time of the passage
of the bond was for student capacity of 1500 at Franklin and Grant high
schools, and 1200 at Roosevelt.

* Building size — Building size also affects the cost of design and
construction. Planning estimates at the time of passage of the bond
assumed 228,535 sf building size at Roosevelt and 240,000 square feet
or the existing facility square footage, whichever was larger, for
Franklin and Grant. Franklin was estimated at 240,000 sf and Grant
was estimated at 274,489 sf.

+ Building cost — Costs were estimated at $220 per square foot, the middle
of a range of cost for high school construction, circa November 2012,
provided by an independent estimator of Portland construction costs.

« Site cost — Exterior site work such as parking lots, walkways, lighting,
drainage, and athletic fields were estimated at $8 per site square footage.

* Soft costs — Include architectural and engineering services, planning and
design, financing, fees, and management costs. Initially estimated at 20
percent of the building cost plus the site costs.

» Contingency — Amounts to cover the cost of unforeseen design and
construction factors. Project contingency was estimated at 15 percent of
the total building, site, and soft costs.
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» Furniture, fixtures and equipment (FF&E) — Costs for movable
furniture, fixtures, and other equipment. Estimated at $12 per building
square footage.

The master budget includes estimates for all major and minor projects for the entire
bond program as well as anticipated costs associated with management and administration,
construction cost escalation reserves, and program and project contingencies. The table
below shows the initial baseline bond program budget for oversight and management, cost

escalation reserves, and contingencies.

Figure 9 Bond Program oversight, reserves, and contingency budgets

Original budget ~ Current budget  Notes on changes

Program management $15,117,563 $27,750,745 Reflects transfer of management and

and oversight traffic engineering budget amounts
from projects to program budget

Construction cost $45,000,000 $32,919,033 Reflects initial transfer of escalation

escalation reserve reserves to projects

Chief, School $5,063,798 $1,987,566 Reflects transfer to projects for

Modernization additions to scope

contingency

Board of Education $20,000,000 $10,000,000 Reflects increase in HS student

contingency capacity

Other reserves * $8,000,000 $21,870,119 Reflects unexpected premium at
bond sale

TOTAL $93,181,361 $94,527,463

Source: OSM Operations Summary March 2014 and January 2014 BAC meeting packet

* Includes $13,870,119 in reserves from bond premium, $3,000,000 reserves for future bond issuance costs,
and $5,000,000 for anticipated City of Portland transportation cost reserves.

As shown above, the $45 million escalation reserve is intended to provide additional
funding for project budgets to account for construction cost inflation from the estimated
cost date (November 2012) to the mid-point of construction. In addition to the escalation
reserve and the 15 percent contingency established in each project’s budget, a second

contingency of $20 million was created at the program level for use by the board of
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education to address changed programmatic needs based on updated enrollment data and
other unforeseen conditions. A third program level contingency of $5,063,798 was
created for use by the Chief Operating officer (now the CSM) to deal with project specific
changes due to a variety of factors including additions to a project’s scope as the project
design identifies more specific requirements. The COO (CSM) contingency is also the
repository for any potential project level savings and underspending. These savings can

subsequently be redistributed to later projects, if needed.

We believe the program level budget contingencies and reserves are reasonable and
appropriate to plan for unforeseen events and to control the budget risks inherent in major
capital improvement programs. Based on our experience, it is not uncommon for capital
programs involving school building modernization and rehabilitation to experience higher

costs than initially planned as designs are refined and enrollment projections increase.

Over the first year of the bond program, the major project budgets have evolved as new
targets for planned student enrollment, building size, and building costs have been factored
into the original methodology. These changes have resulted in modifying several of the
assumptions used to develop project budgets for the major high school modernization
projects. We did not spend sufficient time this year to evaluate and provide an assessment
of the updated project budgets and the application of new funding from contingencies and

reserves. We will place additional audit effort on these topics next year.

MASTER SCHEDULE

OSM developed an initial conceptual schedule for the program and its multiple projects
prior to the approval of the bond in November 2012. The conceptual schedule provided
relevant start and completion dates for the major phases of each of project. For the three
major modernization projects and the replacement project these major phases included
Master Planning, Schematic Design, Land and Building Department Permits, Design
Documents, Construction Documents, Construction, Owner Move-In, and Project Close-

out. A summary program schedule is presented below.
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Figure 10 Conceptual program construction schedule
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Source: PPS Bond Program website

An initial Baseline Schedule was developed by OSM in April 2013 provides more
detail on phases, activities, start and finish dates, and milestones for the bond program’s
projects. This Baseline Schedule was prepared with the assistance from the Program
Manager, the on-site consultant from Heery International. To develop the Baseline
Schedule, Project Directors/ Managers provide detailed information on the planned tasks
and events of their projects to the Program Manager and this information is provided to
Heery’s off-site sub-consultant, Scheduling and Information Systems (SIS). Using
Primavera project scheduling software, SIS prepares the Baseline Schedule and transmits it
back to Heery and OSM. Changes and updates to the schedule follow this same flow from

Project Directors, to the Program Manager, to SIS, and return.
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Based on discussions with Project Directors and the Program Manager from Heery,
OSM did not hire an in-house scheduler partly due to budget limitations. Program and
project scheduling was to be provided by Heery as needed and requested on a time and
materials basis using a sub-consultant with Primavera 6 project scheduling software

experience.

Although the process appears to work as intended for the development of program
level schedules, based on conversations with the PDs and the Program Manager, there is
some dissatisfaction with the project level scheduling. This is attributable, in part, to
differences of opinion about the project level scheduling needs of the PDs and the ability
of Heery and its sub-consultant to address those needs. The PDs for FHS and RHS have
stated that they are attempting to do their own scheduling on a newly acquired version of
Primavera 6 software. From the perspective of the PDs, despite the additional work, they
believe this methodology for scheduling will result in more detailed project schedules in a

faster manner.

Based on our understanding of the current processes for project level scheduling, we
believe there may be opportunities to both streamline and improve the scheduling
processes. As the major modernization and replacement projects complete the design
phases and approach construction, it is important that project scheduling is timely,
coordinated, and accepted by the principal staff responsible for managing the projects.
Assuming that communication issues can be resolved, utilizing an off-site subcontractor
may be an acceptable approach. However, if project directors are willing and capable of
doing their own detailed project schedules, it may be more cost effective than contracted

scheduling.

RECOMMENDATION 2

Evaluate the current project level scheduling process to determine if the needs of the
projects are being met. Consider alternatives for preparing and updating project
schedules including contracting with an outside provider, preparation by project

managers and directors, or a combination of efforts.
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ORGANIZATIONAL STRUCTURE, STAFFING

As shown in the organization chart on page 9 of the Introduction, the bond program
organization is composed of a blended team from the Office of School Modernization, the
Facilities and Asset Management department, and designated staff from three other PPS
departments. Additional program and construction management assistance is provided
under a contract with Heery International. The Executive Director of OSM directly
manages the program reporting to the Chief School Modernization (formerly the COO)

and ultimately to the Superintendent.

Our interviews with OSM, FAM, and other PPS department staff and officials indicate
that this blended organizational structure within PPS is generally working as designed. We
observed that the principal focus of the organization is on implementation of specific
projects as intended by the “project centric” nature of the organization. Our review of
program job descriptions and interviews with staff performing in the positions showed that
duties described in job descriptions were generally consistent with actual job performance,
at least insofar as most PPS employees were concerned. Although the program
experienced some initial difficulties in fully integrating staff from different departments, it
appears that efforts to improve coordination and communication between OSM staff,

Communications staff, and Finance staff have been useful.

In addition, FAM states that they fully support the blended approach because it gives
them more insight and experience with program and project management systems used by
OSM, and will prepare them to better manage the buildings when the work is completed.
A FAM program manager oversees the project manager working on the summer
improvement work, thereby providing FAM with more opportunity for feedback and

control of improvements on buildings it will manage.

In accordance with their contract with PPS, Heery International assists OSM in the
management, planning, design, construction execution and close-out of bond projects.
Through an on-site Program Manager and Assistant Program Manager, Heery has helped

the bond program in a number of ways in the first full year of implementation. For
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example, Heery has helped customize and develop the e-Builder project management
software, assisted in the development of program and project budgets and forecasts, and
assisted in the development of the program management plan and internal policies and
procedures. In addition, Heery has participated in public and internal meetings and
committees and assisted in the preparation of project and program schedules and status
reports. Heery also provides on-site Construction Managers for the summer Improvement
Projects and for the major modernization and replacement projects when initiated.
According to OSM management, Heery offers high level technical and management

expertise.

While Heery has provided valuable assistance to the OSM at the program level during
its first year, the scope, deliverables, and timing of the assistance provided by Heery could
be better defined and more clearly articulated. The Heery contract lists over 115 services
they will render when directed by the district but does not identify specific deliverables or
products, timelines for completion, and performance expectations. According to Heery, as
of February 2014, they had not been assigned a list of priorities from OSM. At the

completion of our work, we were informed that OSM and Heery had established priorities.

Although a number of tasks were performed by the Heery program management staff
and construction manager assigned to IP 2013, OSM/FAM staff report that some of their
expectations were not met due, in part, to the lack of clear deliverables and reporting

accountability. See additional discussion of construction manager performance on page

69.

Without a more defined set of deliverables, timeframes, and performance expectations,
it is difficult to assess the performance of the firm in meeting its responsibilities under its
fixed price contract. This difficulty can also lead to confusion over who is responsible for

tasks, when and how tasks will be performed, and how performance will be measured.
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RECOMMENDATION 3

The OSM Executive Director should develop an annual work plan for Heery Program
and Construction Management assistance consistent with the existing contract. The work
plan should identify work priorities for the year and define specific tasks and
deliverables that will be accomplished, dates for completion, performance expectations,
and establish an objective methodology for assessing the consultant’s performance and
success in providing support to OSM/FAM and staff at the program and project

management levels.

PERFORMANCE REPORTING

Our review of the Balanced Scorecard measurement and reporting tool indicates that it
provides useful performance information for internal and external users. OSM updates the
Balanced Scorecard monthly and consistently provides the reports to the BOE, BAC, and
outside parties. The metrics offer insights on the progress of the program in meeting some
of the fundamental goals of bond program — staying on budget, keeping on schedule,
responding to stakeholder needs, and addressing equity considerations in contracting with
firms and in the participation of apprentices and students in bond projects. Our detailed
review of the balanced scorecard metrics and the data compiled and used in the reports
shows that there are opportunities to strengthen and improve the transparency of the
reporting system. While the objectives measured and methodologies used by the tools are
fundamentally sound, some changes in the Balanced Scorecard administration could

produce more reliable, complete, and useful information.

Budget perspective: It is difficult to verify that the color keyed performance score is
accurate because OSM does not maintain a spreadsheet or other document that compares
the performance measure data to the performance target data. This data may be contained
in the e-Builder project budget database but it is difficult to identify this information and
confirm which amounts were used for the comparisons. In addition, more precise
descriptors of some of the performance measures and targets would give the reader a better
understanding of what is being measured. For example, the performance target for

construction cost current estimate measure is defined as per schedule. A more precise
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descriptor for the target might be within current budget. Similarly, the performance
measure titled Master Plan might be better defined as projected or estimated master plan

cost.

Schedule perspective: Scoring of the schedule perspective does not appear to accurately
reflect the performance of projects in completing phases in accordance with baseline
schedule completion targets. While the completion of schematic design for two high
schools is over four weeks behind, the most recent March Bond Program Update does not
include a color of yellow indicating difficulty. Similarly, the March Bond Program Update
for the 2014 Summer Improvement Project gave a green rating to the schedule perspective
rating indicating on-time completion for the first three phases in planning and design but
these phases were over four weeks behind schedule. More accurate reflections of actual
schedule completion performance would provide users of this information with more

complete information for oversight and accountability purposes.

Stakeholder perspective: To improve the overall representativeness of the Balanced
Scorecard ratings on the stakeholder perspective, it would be desirable to increase the
number and completeness of the survey responses. OSM has administered a survey to
obtain feedback from school principals and maintenance officials to assess if summer
projects met educational and maintenance/facility needs. Three of the six principals from
schools that received improvement work in the summer of 2013 provided complete
surveys, two principals provided only partially feedback, and one principal provided no
feedback. The maintenance director provided complete feedback on the summer 2013
projects. OSM has also prepared a survey to collect information from the Design Advisory

Groups on how well the two high school projects are meeting DAG needs.

Equity perspective: OSM has established a system to record and track the invoice
payments made to MSESB firms. Our review of the spreadsheet and invoice data shows
the information is complete and reliable, and the Balanced Scorecard rating is an accurate
reflection of the percent of payments made to MWESB firms. As discussed earlier, it is

premature to access the participation in apprenticeable trades because information will not
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be available and reported until July 2014. OSM has also established mechanisms
incorporated into most consulting and construction contracts to require firms to register for
the career opportunities database administered by a local non-profit agency. OSM has
expressed lack of confidence that the database contains complete and reliable information
on the number of firms registered or the number of students or schools that have taken
advantage of career learning opportunities provided by the registered firms. Our review
indicates that the database was incomplete, failing to include several firms that had
registered. In turn, these firms that had registered but not been listed on the database, as a

result may not have updated information on career learning participation events.

RECOMMENDATION 4

To improve the rigor and completeness of the Balanced Scorecard reporting tool, OSM
should consider making the following improvements:

1. More clearly define the budget perspective performance measures and targets. To
provide a more transparent basis for budget perspective scoring develop a
spreadsheet that explains the source of the data and that compares the actual amounts
to the actual targeted amounts.

2. Report more accurately on the schedule perspective by ensuring the color coded
rating matches the actual schedule status against the baseline schedule.

3. Improve the reliability and relevance of stakeholder perspective ratings by
encouraging greater and more complete stakeholder participation in surveys. OSM
should consider implementing electronic, on-line survey tools to simplify survey
administration and increase response rates.

4. Improve the usefulness and reliability of the equity perspective reporting by working
with the non-profit registry that maintains information on career opportunities to

include more complete information on registered companies.
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2. Purchasing and contracting

regon Revised Statutes ORS 279 (A, B, C) govern the procurement of

construction, consulting, and other goods and services by public agencies.

These statutes define the classes of contracts subject to ORS 279 (A, B, C) and
the provisions for selecting and procuring these services. All public agencies must either
adopt their own purchasing and contracting rules or use the State of Oregon Attorney
General’s Model Public Contracts Rules. For public agencies that use their own rules, the
public agencies must review and revise their own rules every time there is a change in the
state model rules to ensure compliance with Oregon statutory changes. Appendix A
contains an overview of the major provisions of state law governing public purchasing and
contracting, specifically as it relates to public improvement projects (including alternative

contracting methodologies), personal services, and goods and services.

In response to Board of Education policy, the Portland Public School district has
developed its own set of rules for purchasing and contracting as permitted under state law.
The district’s Contracting and Purchasing Manual defines the type and nature of district
contracts, establishes rules for selection and procurement of goods and services, and
designates levels of authority to approve contracts and changes to contracts up to certain
established dollar limits. The OSM bond program must use the district rules when
selecting, contracting, and amending contracts for construction, engineering, architectural,

and related services.

In order to determine if the bond program has established and is following purchasing
and contracting rules in accordance with its own rules and state statutes, we reviewed and
evaluated PPS’s Purchasing and Contracting Manual, evaluated a sample of bond contracts
to assess compliance with rules, and identified opportunities to improve bond program
purchasing and contracting practices. The following describes the results of this review

and offers recommendations for improvement.
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PURCHASING AND CONTRACTING RULES

We found that the purchasing and contracting rules established in the district’s Contracting
and Purchasing Manual are generally consistent with state statutes and, in most instances,
are nearly identical wording as the Attorney General’s (AG’s) Model Public Contracts
Rules. The district has established its own specific rules for personal services contracts
other than architectural/engineering and related services contracts. The district has
provided for a comprehensive delegation of authority for the approval of contracts and

contract changes.

Our review found instances where the district rules should be modified to better match
the language and provisions of current and proposed AG’s Model Public Contracts Rules,
and to correct a minor language error. We informed the district Purchasing and Contracting
department about several of these instances and they indicate that changes will be made

within three months of the AG adopting new rules for 2014.

RECOMMENDATION 5

In order to better match the AG’s Model Public Contracts Rules and to correct a
language error, the Purchasing and Contracting department should modify the
following sections of the PPS Purchasing and Contracting Manual:

1. PPS-47-0270(3) — Eliminate the requirement that intermediate solicitations
over $75.,000 be “written”.

2. PPS-48-0110(4) — Correct the definition of engineer to indicate that an

engineer practices “engineering” not “land surveying”.

3. PPS-48-0130(1) — Permit the use of pricing as a selection criterion in
selecting qualified architectural/engineering and related services when the
cost of the services do not exceed $100.,000.

4. PPS-47-0270(1) — Raise the lower limit for intermediate procurements
from $5000 to $10,000. (This recommendation was implemented 3/31/14)

5. PPS-047-0265(2) — Increase the limit on amendments for small
procurements to $12,000 or $12,500. (This recommendation was implemented
3/31/14).
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In view of the technical and changing nature of Oregon statutes relating to public
contracting practices, we believe the district should consider adopting the Attorney
General’s Model Public Contracts Rules rather than establishing their own Purchasing and
Contracting rules. Several other school districts have adopted the AG’s rules in addition to
retaining specific district rules for contracts for personal services. Adopting the AG’s rules
offers several advantages. First, it eliminates the requirement to review and update the
district manual each year to ensure the manual is consistent with changing state statutes.
Relying on the expertise of the AG to develop rules rather than internal district personnel
would ensure quality rules are in place as turnover occurs in the district Purchasing and
Contracting department. Second, AG rules are a state-wide industry standard and vendors
contracting with the District would be more familiar with the organization and language of
the model rules. The AG’s rules might reduce the risk of claims and protests, and/or better

facilitate the efficiency and effectiveness of District purchasing.

RECOMMENDATION 6

Consider adopting the Attorney General’s Model Public Contracts Rules while
retaining separate rules for selection and procurement of contracts for personal

services.

We also believe that the district should consider raising various limits on delegated
change order authority. Increasing the change order authority would help the district keep
pace with the inflationary trends in the cost of goods and services and reduce delays in
obtaining approval for changes in the scope and cost of projects. For example, the current
maximum change order authority of $10,000 given to Project Managers and Directors can
easily be exceeded in a day or two, thereby theoretically requiring review and approval by
the Program Directors on a daily basis to “renew” the change order authority. In our view,
delegating additional authority to “on-the-ground” levels of management can improve the

efficiency of the program without comprising the accountability for bond spending.

The table below shows the current change order authority limits and suggests higher

amounts for the district to consider. Because of the varying degrees of expertise on the part of
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Project Directors/Managers and Coordinators, the OSM and FAM may want authority to assign

lower limits by individual project up to the maximum allowable by district policy or rule.

Figure 11 Current Change Order and Suggested New Limits

Current limit Suggested
POSITION on CO authority limit increase
Chief, SM $150,000 as of 5/14 $500,000
Chief Operating Officer $150,000 $150,000
FAM/OSM Directors $100,000 $150,000
FAM/OSM Program Director $50,000 $100,000
Project Director/Manager $10,000 $20,000
Project Coordinator None $10,000

For the purposes of comparison, we reviewed the rules for delegated authority for
changes that the Beaverton School district used in their recently completed major bond
construction program. The BSD delegates change order authority of $1 million to its
Executive Director for Facilities (roughly equivalent in construction oversight scope to the
PPS CSM), and $150,000 to the Director in charge of construction (roughly equivalent to
the PPS Executive Director of OSM).

RECOMMENDATION 7

The district should consider increasing the change order authority for various positions
currently identified in PPS 8.50.105 Administrative Directive.
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REVIEW OF A SAMPLE OF BOND CONTRACTS

In order to assess the degree to which the bond program is following established
purchasing and contracting rules, we reviewed several contracts administered by OSM. We
evaluated the selection processes and contracts for the formal procurement of one large
construction contract, two architectural/engineering contracts, and one large contract for
related services. We also reviewed the alternative contracting methods used to select the

CM/GC contractor for Franklin High School modernization project.

We found that the district generally followed district rules and state statutes to ensure
fair and competitive selections in compliance with rules and statutes. The district used its
own standard templates for bidding and contracting for public improvement projects, and
for requesting proposals and contracting with architectural and engineering firms. The
District developed a new template for the RFP, contract, and general conditions for the
CM/GC construction based on documents used by the State of Oregon Department of
Administrative Services. While most practices are working as intended, we found several
opportunities to standardize and strengthen practices that would help reduce risk and better
manage contract costs. We found some inconsistencies between the solicitation and
contract documents. There were relatively more inconsistencies in the newly developed
CM/GC procurement and contract documents. These inconsistencies suggest that more
thorough review and coordination of documents would be helpful. The following

discussion and recommendations identify opportunities for improvement.

School Bond Construction Program 45 June 2014



Unit pricing (Invitation to Bid 2013-1604): The ITB language in Article 1.11.12 states
that the unit prices which are submitted with base bids will not be considered as part of the
total bid for the project. This language does not provide an incentive for the proposer to
submit actual or competitive amounts for unit pricing because the amounts will not
considered in the bid evaluation. Consequently, the district may be required to use unit

prices in change orders that may be excessive.

RECOMMENDATION 8

ITB language should indicate that unit prices will be used as stated on the bid submittal
or, at the sole discretion of the District, will be negotiated at a fair and reasonable unit

price as change orders are requested.

Alternates pricing (Invitation to Bid 2013-1604): The ITB language states that bids will
be evaluated to identify the lowest response bid base on the total base bid and that the total
bid will not include alternates. Again, this does not provide an incentive for the proposer to
submit actual or competitive pricing for the alternates work. Consequently, a bidder with
the lowest responsive base bid could submit the highest price for alternative work and still

win the bid.

RECOMMENDATION 9

ITB language should indicate that the lowest responsible bid will be based upon the base
bid and alternatives selected at the time of award. Procedures discussed with OSM could
be put in place to ensure that the selection of alternates would be based on price, value,

and need, and not used to effect the selection of one contractor over another.

Maximum allowable profit and overhead (General Conditions - Construction Contracts
based on ITB): The General Conditions stipulate the allowable profit and overhead
(P/OR) for change orders resulting from Construction Change Directives but there is no
similar requirement for negotiated Change Orders. Most change orders result from
negotiated agreements and not from Construction Change Directives. For the test contract

we reviewed for IP 2013, all 28 CORs (change order instruments in place at the time) were
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the result of negotiated agreements. Our review of a sample of Change Order Requests for
several contracts for IP 2013, showed different P/OH allowed for comparable work by
subcontractors on different contracts. OSM/FAM attempted to work toward the same total
P/OH number for each contract but was challenged without a proscriptive amount in the
General Conditions. As a result, maximum profit and overhead should be specified for

negotiated Change Order work.

RECOMMENDATION 10

Revise the General Conditions language to ensure that it specifies a maximum allowable
profit and overhead for negotiated Change Order pricing. As of the date of the final draft
of this audit report, OSM informs us that OSM and Purchasing are working to address

this recommendation.

Selection ranking methodology and scoring criteria (RFP for A/E services): The
district used a scoring methodology to select architectural firms for summer 2013 projects
that asked raters to assign points to several categories of criteria (e.g. experience) up to a
maximum number of points based on the raters’ best professional assessment of the
proposals and interviews with the candidates. The top ranked firm was selected based on
the highest number of total points assigned by the raters. While this scoring method
resulted in selection of a firm that was consistently ranked highest both in points and by
the majority of raters, this method does allow one rater to theoretically skew the total
points assigned by giving no points to one firm and the highest points to their preferred

firm, potentially resulting in the selection of a firm that is not preferred by the majority.

To eliminate this potential problem, various public agencies are using an alternative
scoring methodology that results in ranking firms, by rater, in order of preference and
assigning one point for the highest ranked firm and 2 points for the second highest firm

and so on. The firm with the lowest total points would be selected.

In addition, the district provides little guidance to the raters on the criteria to be used

for assigning full or partial points when scoring various categories. Consequently, there
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can be significant variation on the points awarded by raters to the same category. A general
set of guidelines describing what elements to look for and baselines for how to assign full

or partial points might bring more consistency to how categories are scored.

RECOMMENDATION 11

For formal selection processes using a Request for Proposal procedure, the district
should consider using a ranking methodology that scores firms in order of preference as
opposed to pure point totals from individual rater’s point totals. In addition, provide
guidelines on how to score specific categories to ensure greater consistency in scoring

individual categories.

Use of prior experience and references in selection (RFP for A/E services): References
from prior clients were obtained and provided to raters to consider in scoring proposals.
However, it is not clear how this information was used by the raters in scoring the
proposals. To ensure consistency in how this information is used or not used in the scoring
process, more direction to raters is needed. As of the date of the final draft of this audit report,

OSM informs us that Purchasing has begun to implement this recommendation in the verbal

instructions to the rating committee.

RECOMMENDATION 12

In addition to providing raters of proposals with guidelines on how to score specific
categories of information, the district should also provide instructions on how raters
should use reference information in their scoring of proposals. The changes should be
incorporated into written Purchasing SOPs.

Approach to builders risk insurance: Public agencies can either carry the cost of
builders risk insurance (i.e., coverage for fire, theft, natural peril) or require the contractor
to carry this insurance. The district has informed us that they are carrying builder risk
insurance for all construction contracts to make it more affordable for some contractors to

bid or propose on district work, thereby potentially increasing the competitive base and
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opportunities to address MWESB aspirational goals. A secondary benefit is that, on the

whole, the District is likely to pay a lower premium than contractors.

For all the contracts of IP 2013, the District paid $7500 for the premium cost for
builders all-risk insurance. The insurance carried a $25,000 per occurrence deductible for
which the District required the contractor to pay the first $5,000 of the deductible, per
occurrence, should the contractor file a successful claim against the District’s builder risk
policy. For IP 2013, one contractor experienced three separate incidents of significant
water intrusion due to rain events resulting in total claims of approximately $236,000. The
claims for the first two events were accepted by the insurance company and the district
paid a net deductible of $40,000. The District program manager and construction manager
from Heery have provided documentation stating that they believe one or more of the

water intrusion events were due to contractor negligence.

The cost of builders risk insurance to contractors is difficult to estimate. It depends on
individual experience and claims history. Based on our understanding, it is likely that the
total cost of District for insurance (premium plus deductibles) for IP 2013 would have
been comparable to the cost that contractors would have placed in their bids if they were

required to carry their own insurance.

Premium costs and deductibles for the District could go up in the future depending on
claims. Given that the District has opted to carry the builders risk insurance, insurance
costs could be kept at lower levels by reducing claims and the potential for claims. To
accomplish this, the District could raise the contractors’ contribution to the district’s
deductible, essentially creating financial incentive for contractors to be more diligent in
preventing claims. Additional oversight of construction could also identify and help reduce

potential risks.

RECOMMENDATION 13

To help control the cost of builders risk insurance, the District should consider increasing
the share of deductible, per occurrence, that contractors must pay in the event of a

builders risk insurance claim.
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CM/GC SELECTION AND CONTRACTING

Public agencies wishing to use an alternative contracting method such as the Construction
Manager/General Contractor (CM/GC) project delivery must authorize an exemption, and
demonstrate that the exemption is unlikely to encourage favoritism or substantially
diminish competition, and that the exemption will result in substantial cost savings to the
agency. In order to pursue the CM/GC approach for the Franklin HS and Roosevelt HS
projects, OSM brought to the board findings to demonstrate these conditions, for which the
board held the required public hearing and adopted a resolution, on August 19,2013,
approving the findings and authorizing the use of the CM/GC process for FHS and RHS.

Our review of the exemption findings indicates that while the use of the CM/GC
contracting approach is reasonable and appropriate for the historic high school bond
modernization projects, the specific finding submitted by OSM to justify substantial cost
savings could be improved. Specifically, with respect to the statutory requirement for
demonstrating substantial cost savings, the district’s primary rationale for justifying the
exemption and use of the CM/GC approach was that staff’s past experience with CM/GC
resulted in timelier, better coordinated and less costly projects. State statutes, however,
indicate that findings demonstrating substantial cost savings should relate to the specific
characteristics of the project such as descriptions, locations, analysis of costs, and other

factors distinguish the project from other projects pursued by the program.

In addition to the state statutory requirement to demonstrate substantial cost savings,
the district must also comply with its own rule, PPS-49-0630(3), which requires the district
to address the substantial cost savings requirement by a combination of 1) an analysis or
reasonable forecast of future cost savings, as well as present cost savings, and 2) additional
findings that address industry practices, surveys, trends, past experiences, evaluations of
completed projects and related information regarding the expected benefits and drawbacks
of a particular alternative contracting methods. Findings must relate back to the specific

characteristics of the projects at issue in the exemption request.
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To reduce the potential that parties would object to or fault CM/GC findings, we
believe the district should provide additional supportive commentary to address the
criterion of substantial cost savings in future requests to use alternative contracting
methods. Analysis could include factors related to controlling budgets for historic high
school preservation, complexities and cost challenges for renovating historic urban
campuses, and financial efficiencies gained by involving the CM/GC in the entire design

process.

As required by state statutes, public agencies in requesting exemptions to low bid
public contracting requirements, must also ensure that competition for the work will not be
limited in pursuing the CM/GC approach. Our review of the solicitation process
administered by the district showed that they made significant effort to communicate with
potential vendors about the bond program and met with many to explain the program and
encourage participation. Six or more firms capable of performing CM/GC work attended
the mandatory pre-proposal meeting. The district received two proposals from qualified

firms for the Franklin HS project and three proposals for the Roosevelt HS project.

Both firms selected by the district to perform the CM/GC services at the high schools
have extensive experience with CM/GC educational projects and are well qualified to do
the work. In addition, the proposals were of high quality and the proposed fees were
competitive. However, OSM staff informed us that they would have preferred to have had
three or more proposals for each project to demonstrate a more robust competitive base. To
learn why only two firms submitted proposals for the Franklin project after six firms had
attended the pre-proposal conference, the OSM Program Manager made informal outreach
to these firms. Initial feedback indicates that some firms chose not to participate due a
variety of reasons. The Program Manager has incorporated his findings and suggestions

for improving competition in a memo which has been filed on e-Builder.

In addition to our review of the findings submitted to justify the use of the alternative
CM/GC approach, we reviewed the Request for Proposals to serve as the CM/GC and the
executed contract for the Franklin HS CM/GC project. The following sections describe
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some opportunities to improve the RFP language in future solicitations and some
suggestions to amend the existing contract when the Guaranteed Maximum Price
amendment is executed. As stated earlier in the audit, some of the opportunities for
improvement involve more detailed and thorough coordination of the solicitation and

contract documents.

RECOMMENDATION 14

To ensure the next RFP for CM/GC services is complete, consistent, and clear, we

recommend the following changes:

1. To ensure a clear understanding of when substantial completion is required,
establish a specific and consistent date in the RFP. Substantial completion is
specified as Spring 2017 in one part of the RFP and March 2017 in another.

2. To ensure that the CM/GC fee is based on the estimated Cost of Work at the time
of development of the Guaranteed Maximum Price, the fee definitions in the RFP
and contract should be the same. Although the contract defined the fee as “based on
the estimated Cost of Work at the time of the development of the GMP,” the RFP
defined the fee as based on the “% of completed construction work.”

3. To provide clear directions to proposal raters, clarify how the preconstruction fee
and the CM/GC fee will be used in the assessment of total fee and the rating of the
proposed fees.

In addition to the above recommendations that relate to suggested changes to the next
RFP for CM/CG services, we also identified a number of opportunities to clarify the
language in the existing contract with the CM/GC firm at the time that the Guaranteed

Maximum Price amendment is negotiated. These recommendations are presented below.

Procuring subcontractors — The District contract states that subcontracts will be
competitively bid by the CM/GC, unless the District gives prior approval for an alternative
method. In order to provide the CM/GC more flexibility in selecting subcontractors and
addressing the district’s MWESB aspirational goals, the district may wish to establish

dollar limits for which the contractor can procure subcontracts by either direct appointment
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or by competitive quotes. The contract could continue to provide means by which the

District could further waive these requirements as warranted.

RECOMMENDATION 15

Consider, in future contracts, or in the GMP amendment for existing contracts, providing
more proscriptive guidelines for the CM/GC to be able to procure subcontracts by
specific methods other than advertised competitive bid.

Basis of payment for General Conditions work — The contract indicates that the CM/GC
will be paid on a lump-sum basis for general conditions work. Such work could include
work required to support construction such as clean-up, supervision, and minor work not
part of a subcontract. Some of the costs of general conditions work are predictable and
easily estimated, and can be agreed to at the time the GMP is established and paid as a
lump sum basis. Other elements of general condition work are less predictable, more
varied, and less suited to estimation and lump sum payment. To provide for this
uncertainty, we believe some general conditions work could be reimbursed on an actual
cost basis. (Auditor Note: The term “general conditions” in this discussion refers the basic
contracting duties that the general contractor must perform for a construction contract such

as supervision, providing a job trailer, general project layout, and site sanitation.)

RECOMMENDATION 16

Redefine the contract to clarify what general conditions work will be paid lump sum and
what other general condition work will be reimbursed on an actual cost basis, subject to a

maximum allowance within the negotiated GMP.

Allowable mark-up on change order work — As written, articles 6 and 7 of the Contract
can be construed as contradictory as to the intent of what should occur in terms of P/OH
for additive changes to the GMP based on fixed or unit pricing. Article 6 states that
notwithstanding any provision of the General Conditions, the CM/GC fee shall be
increased by the fee percentage applied to the increase to the GMP. Article 7 of the
Contract describes price adjustments, and limits the CM/GC markup (P/OH) to the
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CM/GC’s fee increase unless the increase is due to fixed or unit pricing, in which case the
General Conditions apply. The General Conditions state that depending on whether or not
the CM/GC performs the work, either a markup of 5 percent or 10 percent will be allowed
the CM/GC. Contractors of lower tiers are also permitted markups without total limit for

all subcontractors combined.

The district informs us that it is the district’s intention that the CM/GC’s markup for
additive changes to the GMP be increased by the fee percentage applied to the increase in
the GMP. Using a proscribed markup of 5 percent or 10 percent rather than the CM/GC
fee percentage can make a significant monetary difference in the event of substantial
additive change orders to the GMP. In addition, it is an industry standard to limit the
CM/GC profit and overhead markup to the same percentage as CM/GC fee for additive

changes. The contractors’ fees for the FHS and RHS projects are approximately 2 percent.

RECOMMENDATION 17

For current contracts in the GMP amendment, and for future contracts, clarify District
intent for P/OH to be allowed to the CM/GC for additive changes to the GMP. Consider
placing a maximum total percentage limit that can be charged for P/OH for all tiers of

subcontractors.
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3. Planning and Design

ith the exception of the summer Improvement Projects for 2013 and 2014,

most planning and design work for the bond program is not yet complete.

Planning and design for Franklin and Roosevelt high schools and Faubion
PK-8 is in progress. As discussed in the Introduction, the district developed a number of
plans and studies to guide the planning and influence the design of the bond program and
its projects. Chief among these documents were the Long Range Facility Plan, the Historic
Building Assessment, the assessment of ADA deficiencies, and the Seismic Safety Study.
In addition, the district initiated a process to establish Education (Facility) Specifications
(Ed Specs) to serve as a foundation for master planning and school design, and began
updating the district Design Standards and Guidelines to help in designing and

constructing PPS capital projects.

Our analysis shows that most of these documents are in place and were used in the
planning and design of the initial bond program bond projects. For example, our review of
specific contracts for design and construction demonstrated how these design plans

impacted planning and design decisions:

» Design work at Alameda School retained skylight openings, historic
window openings, selection of roofing materials, and other details and
moldings, consistent with historic preservation goals. District staff
consultations with the State Historic Preservation Office resulted in a
finding that the proposed work at Alameda would not have an adverse
effect on the historic wing of the school.

» Plans at Franklin HS call for renovation of the 1915 Main Building, the
1916 West Wing, and the 1924 Auditorium (East) Wing. In addition, there
are historic entries to both the south and north ends of the building. Current
plans call for maintaining the inherent characteristics of the facades
(exterior walls) and fenestration (windows) in the historic wings. While
some elements of the interiors of the historic building can be preserved,
much of the non-original finish will require replacement. The design team is
also planning for seismic upgrading of the historic buildings and

improvement of ADA deficiencies.
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» According to the approved Master Plan for Franklin HS, a comprehensive
sustainability workshop was held to identify goals and strategies that can be
integrated into the design process for the school. The district has an
aspirational goal that all comprehensive high school modernizations will
achieve Leadership in Energy and Environmental Design (LEED) Silver
certification. New construction projects (i.e. Faubion PK-8) will achieve
LEED Gold certification. The modernization and new construction projects
will achieve at least 1.5 percent solar or equivalent installation or upgrade
as required by statute.

» Design work and subsequent construction at Alameda School resulted in a
number of seismic rehabilitation improvements, including upgraded
footings in certain areas, installation of interior and exterior shear walls,
installation of roofing seismic membranes, and the connection of roofing

infrastructure to walls.

* Roofing construction at Alameda is consistent with current (FAM) design
standards, including the 100% SBS (Styrene Butadiene Styrene) standard
for low pitch roofing. As per the Design Standards, OSHA compliant roof
access and fall protection has been installed in some sections.

Completion of two of the guiding documents was delayed. Specifically, phase two of
the HS Ed Specs was not approved by the board until February of 2014, approximately one
month after the completion of the Master Plans for the two high schools now in design.
Also, the updating of the District Design Standards is not yet complete, although current
FAM guidelines have been used by for the design of IP 2013, 2014, and the initial design
work for the high schools. The delay in the development of the Ed Specs resulted in an
approximate one month delay in the start of the schematic design phase. OSM intends to
make up the one lost month by compressing the construction document phase from 8
months to 7 months. While we have not as of March 2014 identified any significant
impact on the timely completion of either project, design teams spent additional time and
effort resolving several issues related to the changed size and design of the high schools. In
addition, due to the absence of the updated Design Standards, design teams may spend

additional effort to incorporate updated standards into the designs.
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The following discusses the status of these policy guides.

EDUCATIONAL (FACILITY) SPECIFICATIONS

The development of Educational Specifications (Ed Specs) for the design and
modernization of school buildings and facilities is an important first step in developing
Master Plans and Schematic Designs for school modernization and replacement. The Ed
Specs are intended to provide a vision of the desired characteristics of the district’s
learning environment, aspirational desires for the design of PPS schools, and specifications

for the quantity and size of educational and support spaces within schools.

The district undertook the development of Educational Specifications in several phases
in the following order — overall vision, high school specifications, and finally middle
school, K-8, and K-5 schools. A community-wide exercise helped identify the key
planning and design characteristics that all school should have and resulted in the adoption
of a Facility Vision Statement and Vision Themes by the school board in September of
2013. Appendix C includes an excerpt from the Ed Spec vision statement and goals.
Phase two, the area programs for the comprehensive high schools was competed and
adopted in February, 2014 and subsequent lower grade school specifications are planned

for completion in the early Spring of 2014.

Although the Ed Specs for comprehensive high schools was intended to be complete
concurrent with the start of Master planning for Roosevelt and Franklin modernization
projects, completion was delayed for several months in order to discuss and address the

following issues:

» The amount of space to be allocated to career preparation and career technical
education.

* The manner and degree to which classrooms will be used by teachers and
students, and the potential addition of teacher office space.

» The target student capacity and core capacity for individual high schools.
Core capacity refers to the larger spaces within the core of the building that
serve all students and generally cannot be increased in size if student
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enrollment were to increase. These spaces include the media center, the

cafeteria, gymnasium and other central services spaces.

Specific opportunities identified during the education specification and master
planning process to either increase or consolidate space in order to ensure the
goals for target square footage are in line with available bond funding.

These issues were discussed and addressed in the final HS Ed Specs and by the board of

education establishing new targets for student capacity and high school square footage for the

high schools being modernized in this bond program.

As required by Board resolution, the Educational Specifications establish a
minimum of 6,000 square feet for career learning and career technical education
space for comprehensive high schools. This target may be modified upon
further research, potential school board decisions on career education
curriculum, and the specific needs of individual schools.

The Educational Specifications assume that all classrooms will be used 100
percent of the time and teacher preparation will occur in teacher offices.
However, the specifications are intended as a guide for design teams and it is
expected that the number and size of spaces should be adapted to meet site
specific building constraints and program needs.

While the HS Ed Spec program area assumptions are based on a 1,500 student
enrollment, the Board of Education established by a November 2013 resolution,
a target capacity of 1,700 students for Franklin and Grant and 1,350 students for
Roosevelt, and a core capacity for all three schools of 1,700 students. Appendix
A of the Ed Specs provides a number of suggestions for consideration when
planning capacities for high schools other than 1,500 students. Capacity targets
at FHS and GHS are based on slight increases to current actual enrollment. The
capacity target at RHS is based on projecting a significantly higher “capture
rate” for the RHS attendance boundary area.

The board also established common building square footage pricing and square
footage goal for FHS and GHS of 245,279 square feet, and a goal of 223,491
square feet for RHS, and increased net funding for the three high school
modernizations by $10,000,000 from the board contingency reserves. The
original bond square footage was based on approximately 240,000 square feet
for FHS, 274 489 square feet for GHS, at $220 per square foot, and 228,535
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square feet at $190 per square foot at RHS. The new changes result in parity in
square footage pricing and closer to parity on size for the three comprehensive
high schools in the bond.

RECOMMENDATION 18

In order to improve the efficiency of the master planning and design efforts of future
modernization and replacement projects, we recommend that the district consider the

following actions:

1. Hold more timely and complete discussions with internal and external stakeholders
on school design topics such as the number, type, and size, of classrooms; classroom
utilization rates; career learning and technical education delivery; and core space
needs. The completed high school specifications will provide a sound foundation for
these discussions but complete Educational Specifications for middle and elementary
schools should be final before initiating these discussions with lower grade levels
(e.g., Faubion PK-8). Ensure that updates if any to the HS Ed Specs, including target
capacity and core size occur well before the start of the master planning process for
the remaining comprehensive high schools, which is scheduled to occur later during
this eight year bond program.

2. Reconcile student and core planning capacities currently established by the BOE with
the different capacities contained in the Long Range Facility Plan and the Educational
Specifications for comprehensive high schools. Ensure that all documents are
consistent and compatible with one another before beginning the work at GHS and
the master planning for the remaining comprehensive high schools.

DISTRICT DESIGN STANDARDS AND GUIDELINES

District Design Standards and Guidelines (Design Standards) are intended to provide
detailed guidance for the design and construction of PPS capital projects. The Design
Standards specify the requirements for mechanical, electrical, plumbing, finishes,
openings, furnishing, and equipment, and other building elements that should be standard
in PPS buildings. Used with the Educational Specifications they provide detailed guidance
to design teams, architects and contractors, engineers, and others in the course of designing

and constructing capital projects at PPS.
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We found that while the district has been working for an extended period of time on
updating the previous (FAM) Design Standards, final design standards, particularly in
regard to new construction, were not complete as of March 2014. The district has worked
with a consulting firm to review, revise, and update the standards, and several drafts have
been produced. However, significant parts of the final guidelines are awaiting review and

approval by the district.

In addition, while the incomplete draft Design Standards were used in the planning and
design of the summer 2013 and 2014 improvement projects, and the initial planning for the
high schools, the design teams for the two high school modernization projects are waiting
to incorporate the new Design Standards into project plans and specifications. Without
complete and final standards, ongoing bond projects may miss opportunities to standardize
materials and building methods or may pursue design solutions that are not considered best
practice by the district. In light of the bond program goal to produce quality and
sustainable facilities at the lowest reasonable cost, complete Design Standards would help

design teams balance cost with long term functionality.

RECOMMENDATION 19

In order to provide timely and complete guidance to project design teams, OSM and
FAM should strive to complete PPS Design Standards and Guidance in time for
inclusion in the design for Roosevelt and Franklin high school, Faubion PK-8, and

summer Improvement Project 2015.
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4. Project and Construction Management

he success of the School Building Improvement Bond program is to a large

degree dependent on effective and efficient project management. As discussed

in the Introduction, the bond program assigns a project director or project
manager (PD/PM) for each bond project. The PD/PM is responsible for initiating,
planning, executing, controlling and closing-out each project. To ensure the success of
project management, the district and OSM have hired experienced project
directors/managers, developed and implemented a number of management systems and
processes, and integrated existing district controls, such as finance and procurement
systems, into the organizational structure of the bond program. Under the supervision of
the Executive Director of OSM, the mission of each bond PD/PM is to ensure that each

project in completed on-time, within budget, safely, and at a desired level of quality.

While it is premature to judge the overall performance of project management, the one
bond project completed to date (IP 2013) was substantially complete on schedule, within
the revised budget established by PPS. Construction accidents were minor and completed
work addressed the needs identified in the bond proposal — seismic upgrades, roof
replacements, building access improvements, and improved science classrooms.
Stakeholders associated with work at individual schools report high satisfaction with

summer IP 2013 work.

Our review of policies, procedures, and practices put in place to manage bond projects,
and our assessment of their application in a sample of contracts shows that while some
practices are in place and working as intended, there are a number of ways that OSM can
strengthen project management to ensure future bond projects are managed efficiently and
effectively. The sections below identify some of the major project management practices

employed by OSM and, where appropriate, suggest ways these can be improved.
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STANDARD OPERATING PROCEDURES

As of March 2014, OSM has not developed a manual of Standard Operating
Procedures (SOPs) to guide the delivery of projects under the traditional design/bid/build
construction strategy or the alternative CM/GC delivery approach. According to OSM,
draft SOPs are currently being reviewed by district staff, with the intent of adoption by the
end of May or June 2014. SOPs are integral to the overall bond Program Management Plan
because they: establish a common and consistent framework for project management,
provide standard approaches and metrics to achieve project goals, ensure a means to
continually assess and improve program performance, and they form the basis for training
and consistent program operation. Although the program prepared draft SOPs in early
2014, these procedures are not complete, were not reviewed by management and PD/PMs,
and are not currently used in the management of active projects. The lack of SOPs did not
significantly impact the success of the summer 2013 Improvement Project but as the
complexity and workload demands of the program increases, standard operating
procedures will help program and project directors/managers. PPS project management
staff assigned to IP 2013 developed and implemented a number of interim and stopgap
SOP-type procedures to ensure project success. In our view, SOPs in several areas would
likely lead to greater efficiencies and lower risks in the future. Some of the more

significant procedures that are not in place include:

» Project management plan: A key feature of the district Program Management Plan

and the draft SOPs is the development of a project management plan for each
project. None of the completed or currently active bond projects have a project
management plan. The plan was to serve as the “road map” for the project to keep
the team focused on the critical goals and activities. Elements of the plan include
project overview, budget information, master schedule, risk identification and
mitigation, review and reporting requirements, and criteria for success. The intent
of the plan is to ensure all team members understand and will cause the work to
proceed in a consistent, efficient and effective manner. An important element in
ensuring success is the development and implementation of methods and
procedures for preventing or minimizing major issues and for addressing such

issues if they occur.

School Bond Construction Program 62 June 2014



» Project safety and security plan: Although called for in the draft SOPs, none of the

completed or active projects have developed a project safety plan. The lack of
safety plans may be most significant for the summer Improvement Projects given
the number of different sites under construction and the variety of contractors
performing the work. Safety plans would include identification of potential site
and security issues based on planned improvements, an approach to hazardous
materials assessment, standard methods for accident and injury reporting, and
collaboration with district Risk Management department to clarify and establish
insurance requirements. Contractors at each site should also provide a site safety
plan to the district prior to initiating construction. Our assessment of the test
project for IP 2013 shows a partially completed contractor safety plan was posted
on District software but not until the project was over 50 percent complete.

* Quality management: There are several positions in OSM responsible for some

level of quality design, control and assurance including the District Design Quality
Manager, the PD/PMs and the CMs. In part due to lack of the completed District
Design Standards and SOPs, there is a lack of clarity on the details of who is to do
what in terms of quality management. As a result, quality management has been
left to each project management team, resulting in the potential for inconsistency
in approach and application due to different personal approaches on each project.
The program and projects would benefit from clear SOPs describing, in detail,
quality standards and quality-related roles for staff and consultants.

» Project communications: Given the visible and public nature of the bond program,

it is important the each project has an agreed upon method for communicating with
internal and external stakeholders and the public. Collaboration with the district’s
Community Involvement and Public Affairs (CIPA) department has resulted in
distribution of public information on the district Website, through flyers and
information sheets, and emails and social media. Additional plans for how to
communicate with internal stakeholders including building principals and FAM
departments would be useful.

» Budget management: Currently OSM has no policy with respect to PD/PM project
contingency allocation and management, resulting in inconsistent application
across projects. More guidance on accepted approaches for project budgeting and
the use of contingencies would benefit PD/PMs and provide more uniform control
over project budgets.
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» Schedule compliance: Delays in completing various stages in the life-cycle of

projects may contribute to increases in project costs and potentially impact
baseline completion dates. OSM lacks clear procedures and guidelines on what
specific steps will be taken at the program and project levels to monitor, report on,

and correct schedule delays.

In finalizing Standard Operating Procedures for the bond program, there may be
opportunities to coordinate their development with an existing in-house guide prepared by
the Facilities and Asset Management department. This guide entitled the Project Managers
Partner is intended to be used by project managers in the FAM when managing deferred
maintenance capital projects not associated with the bond program. The guide contains
additional information that is not relevant to the bond program but both the bond SOPs and
this guide have overlapping and common topics that could be standardized and rationalized

with each other.

According to OSM, draft SOPs are currently being reviewed by district staff with the
intent to adopt the SOPs by June 2014.

RECOMMENDATION 20

To guide the delivery and management of bond program projects, we recommend that
project plans and SOPs be developed and implemented by the end of calendar year 2014,
if not sooner. Those SOPs necessary for the successful implementation of IP 2014 be

completed and put into use immediately.

PROJECT MANAGEMENT SOFTWARE

The OSM and FAM purchased and implemented a proprietary project management
software, e-Builder. E-Builder is a web-based, customizable project management software
that provides a wide range of features to help owners manage, control, and report on
construction projects. While OSM has not implemented all of the modules that are
available through e-Builder, major modules have been developed and used in the bond

program including electronic filing of project documents; processes for establishing and
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changing project budgets; submitting and approving requests for information, submittals,
and change orders; and submitting and approving invoices and expenditures. E-Builder
also retains and records support documentation for these processes and is capable of
producing a wide range of management reports. The software helps the bond program to
control many of the transactions common in the construction process, to retain documents

to support decision making, and to report on status at any given time.

Based on our review of e-Builder, we believe it to be a powerful tool for budget
management, project documentation, and cost control. As it is further developed and
implemented, it can potentially be a powerful and timely tool for project management.
While it requires time and effort to input information on various processes, it provides
extensive support documentation that produces a wealth of management information and
helps with public accountability. Program managers speak highly of e-Builder as a
management and documentation tool. However, at the project management level,

PD/PMs have a number of concerns about the workload demands of e-Builder as designed
by OSM due to the multiple requirements to review and approve various processing steps

before an action can be moved forward.

In our view, e-Builder is a valuable tool, for which improvements can be made so that
it is more efficient and effective, and better addresses PD/PM and PPS needs. In terms of
on-going perceived benefit, e-Builder helps control project budgets and costs by
establishing approval controls at various stages and requiring support documentation for
decisions. E-Builder provides an electronic record of financial transactions that can be
obtained, summarized, and reviewed relatively easily. If consistently used by all staff,
e-Builder is a common repository for all project documentation including construction site

visits, meeting notes, stakeholder communications, and procurement and selection records.

OSM recognizes the need to continually monitor and improve the efficiency and
capabilities of e-Builder. OSM continually reviews and revises e-Builder processes,
provides periodic e-Builder training to FAM and OSM staff, and has developed a list of

activities to enhance the features of e-Builder. In terms of e-Builder as a documentation
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tool, we believe it would be useful if OSM were to develop a more defined indexing and
filing protocol for documents in e-Builder. We found that documents are not filed with

consistency in e-Builder.

RECOMMENDATION 21

In order to increase the value of e-Builder as a common repository for all project documentation,
OSM should establish requirements for filing and indexing all project documents and for

encouraging the consistent use of e-Builder by project staff for document storage

In addition, based on our review of how some e-Builder processes were applied in the
architectural and construction contracts we reviewed, we believe improvements should be
considered in the Request for Information steps and in the Change Order processes

discussed below.

Requests for Information (RFI) — It is common during construction for contractors to
request information from architect/engineers to interpret design documents or to ask for
directions on how to proceed on certain tasks. Some RFIs have no cost impact while others
may evolve into a changed design and a corresponding cost that would be addressed in a
change order request. The district programming of e-Builder currently requires PD/PMs to
acknowledge the RFI before the architect/engineers and contractors can move forward to
resolve the request. According to conversations with the IP 2013 PM staff, this RFI

acknowledgement step unnecessarily increases daily PM workload.

RECOMMENDATION 22

Depending on individual project team preferences, develop and implement streamlined
steps for RFI processing where the PD/PM is copied rather than required to act on certain

steps.
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Change Order Requests (COR) and Change Orders (CQO) — District policy and rules
anticipate that construction contracts will require amendments, called Change Orders. The
district has authorized staff at different levels of management to authorize and approve
Change Orders up to specified dollar amounts. District construction contracts require

Change Orders to be authorized and approved before work proceeds.

The district uses a process in e-Builder called Change Order Requests (CORs) to
authorize and approve individual or related change order items. For practical purposes,
CORs are change orders in terms of providing prior written authorization for construction

contract changes.

For one sample contract reviewed for IP 2013, there were 28 separate CORs. Review
of documentation provided on e-Builder shows that the PM reviewed all the proposed
work and negotiated reasonable and appropriate pricing. According to the PM and the
FAM program manager in charge of the IP project, the FAM program manager with a
higher level of approval authority than the PM reviewed the CORs and verbally approved

them.

The district’s programming of e-Builder did not have a process in place for recording
authorization and approval at any level higher than the PM, who was limited to a total
dollar authority of $10,000 per contract. As a result, approximately 26 of the 28 CORs for

the sample project did not have authorized approval prior to the work occurring.

We note that all the CORs were subsequently incorporated into two Change Orders
which were executed by authorized PPS staff, albeit after the project was substantially

complete.

As a result, the district did not comply with contract language requiring approval of
change order instruments before work begins, and assumed additional risk, in allowing
work to begin before a signed agreement is in place. The district also did not comply with
board policy by allowing staff to exceed delegated authority for obligating the district for

change orders.
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We believe these compliance problems are largely due to problems with the e-Builder
programming and lack of internal procedures rather than staff non-compliance. There was
no mechanism in the district’s e-Builder process for the FAM Program Manager to
approve the CORs, nor for the OSM Executive Director to approve those requiring a
higher level of authority. In addition, there were no procedures in place for ensuring
appropriate compliance, nor any back-up paper system to provide for appropriate levels of

COR authorizations in light of the weaknesses in e-Builder programming.

According to our conversations with both the FAM Program Manager and the PM, the
FAM Program Manager was aware of or consulted about most, if not all, CORs, before
they were implemented. In our view, had the PM not allowed the change order work to
occur until appropriate signatures were in place, given the limitations of the programming
and no other alternative systems, project substantial completion may have been delayed

and cost may have increased.

At the completion of our audit, the OSM has developed and is testing a revised
e-Builder process called Potential Change Order (PCO), which would replace and combine
the existing COR and CO processes. If implemented as intended, the PCO will check for
and require appropriate signature authority, and forward approval to the next highest level
of signature authority if the signer exceeds his/her delegated authority. E-B would again
check to ensure that person had not exceeded his/her authority and forward on as
appropriate. Ideally, the system will also “renew” the authority of staff with lower levels
of authority once “co-signed” by the individual at the higher and authorized level of
authority. The PCO would allow for the timely and appropriate approval of change work

so that work can begin when approval is granted, and not before, as is now the practice.
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RECOMMENDATION 23

To ensure the district complies with contract language and board policy regarding
change order approval, the new PCO procedure should be fully tested and found
functional before IP 2014 change order work proceeds. OSM should ensure that project
staff understand new requirements and comply with district protocols. OSM should also
consider developing and implementing a back-up system in the event that the new PCO
process does not ensure that changes are approved by the appropriately authorized staff.

To more effectively and efficiently manage change order processing, we have made a
separate recommendation (# 7) that PPS consider increasing change order authority for
designated PPS staff, and adding a limited level of authority for the PC position.

Once the new system is implemented and fully working, in order to avoid potential
confusion, PPS contract documents should be amended to reflect the terminology of the

new system.

CONSTRUCTION MANAGER ROLES AND RESPONSIBILITIES

The staffing plan for summer Improvement Projects and the major modernization and
replacement projects call for a PD/PM, a PC, and one or more Construction Managers
(CMs). The CMs are provided under the Program/Construction Management contract with
Heery International. CMs work as a members of the project team. In accordance with the
Program Management Plan job description and the Heery proposal and contract, the
Construction Manager will provide, as directed by OSM, a broad range of activities to
support the project team such as on-site review and oversight of construction progress,
constructability reviews, change order review and assistance with negotiation, daily site

inspections and field reports, and oversight of the contractor’s safety program.

Based on our interviews with OSM staff and the review of one construction project in
the summer of 2013, some duties of the Construction Manager were not performed as
expected. For example, daily progress reports were not always prepared, and often
contained minimal or incomplete information describing the work performed at the site. A
document produced by OSM titled a summary of “lessons learned” after completion of the

2013 Improvement Project, stated that “regular site visits, daily logs, photos, and email
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conversations providing clear documentation of decision making and agreements are
extremely helpful as issues arise such as damaged equipment or systems, insurance claims,

and change order disputes”.

The initial Heery contract requires CM services to be provided to the summer projects
only through August of each year. Consequently, the CM was not available to assist with
2013 project closeout including obtaining warranties, coordination of final inspections,
compliance reviews, and obtaining closeout documents. This may have contributed to the
late closeout of IP 2013. Final closeout and completion was further delayed due to the
heavy workload demands on the Project Manager and Coordinator to begin planning and
design coordination for IP 2014. To assist with project closeout, the contract period for the

Heery CMs for IP 2014 has been extended to mid October 2014.

In order to clarify the roles and responsibilities of the Construction Manager and other
members of the bond team, Heery prepared a draft Responsibility by Participant matrix to
guide the 2014 Improvement Project. The matrix identifies a number of activities for
planning, procurement, construction, communication, contract administration and closeout,
and then assigns lead or support responsibility to various positions involved with the
project. The Project Manager, Construction Manager, and the Architect/Engineering team
are identified most frequently for a lead or support role. At the completion of the audit
work, the Responsibility Matrix was still under review with the plan to refine and

incorporate into project team management plan when final.

RECOMMENDATION 24

To ensure the roles and responsibilities of the Project Managers/Directors, Coordinators,
and Construction Managers are fully understood, the OSM should complete the
Responsibility by Participant Matrix that identifies the specific expectations for each role
including tasks, timelines, and report documentation. This recommendation should be

implemented in conjunction with recommendation #3.
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5. Cost and budget management

he School Building Improvement Bond program has put in place a number of

policies and procedures to manage and control cost and budget. In addition, to

the centralized accounting, budgeting, and purchasing controls employed by the
district, the primary elements of OSM practices are embodied in the e-Builder project
management software processes, standardized internal and external reporting, and an
organizational structure that daily coordinates with the district’s Finance and Accounting
departments. We reviewed these control systems and tested a sample of financial

transactions for compliance with established requirements.

e-BUILDER PROCESS CONTROLS

Insofar as cost and budget management are concerned and as discussed in the previous
section, e-Builder is web-based project management software that can be customized by
users to include a number of separate processes for budget approvals and budget changes,
commitments and commitment changes, and invoice approvals. (Other processes for
change order requests and change orders were discussed in the previous section.) To ensure
that OSM practices were aligned with centralized PPS controls, e-Builder was
programmed so that various actions must be reviewed and approved by a designated

authority before e-Builder will allow various actions to proceed. For example:

» A Project Budget approval is initiated by PD/PMs or other designated

District staff to establish an authorized amount that is planned to be spent,
reviewed by Accounting and approved by the FAM Director or the OSM

Executive Director.

» A Project Budget change is initiated by PD/PMs or other designated District

staff to add to or subtract a planned spending item. It must be reviewed and
approved by the FAM Director and/or OSM Executive Director before final
processing by Accounting.

+ Commitment approvals formally authorize spending and are generated by

purchase orders, contracts, or work orders . Accounting and district Finance

review the commitment for accuracy, verify funding is available, and
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establish the commitment in the district financial accounting system
(PeopleSoft). The commitment is reviewed and approved by the FAM
director, if applicable, and by the OSM Executive Director before Finance

executes the commitment.

» Invoice approvals authorize the payment of invoices submitted by vendors

and contractors. Multiple parties are involved in receiving the invoice,
checking for completeness and accuracy, verifying that funding is available,
and the item is bond compensable. Accounting is responsible for recording
the receipt of the invoice, Program Managers and Directors ensure the
correctness of the invoice, Finance ensures it is compensable under the
bond and appropriately applied to a commitment, and FAM and the OSM
Executive Directors approve payments when lower level managers have

exceed approval amount authority.

The e-Builder processes discussed above provide independent review and approval
steps that separate the duties of the initiator, the reviewer, and the approver. Appropriate
levels of management and authority must review and approve various steps electronically
in e-Builder before budgets are approved or changed, spending commitments are made and
revised, and payments are made to contractor and vendors. The processes include some
redundancies to ensure amounts are accurate and transactions are allowable, reasonable,
and allocated to the appropriate funding source, building site or department, and budget
line item. OSM updated and revised several of the processes over the past year as the
organization gained experienced with the software to provide more rigorous approvals and
controls. OSM provided training and updates to staff to ensure project, accounting, and

administrative staff had a common understanding of the applicable processes.

We selected 26 invoices from seven different contractors and architectural/engineering
firms for review for the 2013 summer Improvement Project. We reviewed each invoice to
determine if the invoice had appropriate e-Builder approvals, contained complete and
accurate information, was approved on a timely basis, and provided sufficient support
documentation. We found that invoices were approved by authorized personnel and
support documentation was provided to verify validity of the payments. Pay applications

were notarized and approved appropriately by the A/E firm and the Project Manager and
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timely paid. In addition, we found no errors in the computation of services provided and
invoiced amounts. While some invoices were paid slowly in the initial months of the
program, timeliness increased as OSM developed new procedures to account for multiple

sites and funding sources.

OSM initially was challenged with processing payment of invoices from one
architectural firm because the firm provided different services for six different school sites
and services at each site attributable to different funding sources. The invoices did not
clearly indicate how A/E expenditures should be allocated to particular school sites, and
OSM had not anticipated how to handle invoices that included work for multiple sites
related to multiple different construction contracts. To address this problem, a cover sheet
incorporating an excel spreadsheet was developed by the PM, that provided detail on site,

funding, and projects so that expenditures could be appropriately applied and allocated.

e-BUILDER AND PEOPLESOFT INCOMPATIBILITY

The Portland Public School district uses the proprietary software system PeopleSoft to
provide district-wide accounting, budgeting, and financial reporting, purchasing and
contracting, and human resources and payroll support. All authorized fiscal year budgets,
contracts, commitments, and expenditures must be reflected in this comprehensive system
to ensure accurate and controlled accounting and financial reporting. E-Builder project
management software and PeopleSoft are separate systems and do no directly
communicate with each other. Transactions in one system are not automatically recorded
in the other and manual re-entry is required. In order to ensure that budgets, commitments,
and expenditures in the two system match, entries must be made into both for the same
transaction. For example, most bond program expenditures such as construction costs
originate in e-Builder and must also be recorded in PeopleSoft to ensure the district’s
financial statement accurately reflect bond activity. Similarly, some district internal
expenditures that are shared by the bond program such as telephone and copier expenses
originate in PeopleSoft and must be entered into e-Builder to ensure the bond program

fully captures and records all of its costs.
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To address initial start-up issues and the compatibility problems between PeopleSoft
and e-Builder, the OSM program staff and district Finance staff formed a Bond Finance
Committee to coordinate efforts and to develop solutions. Among other processes, staff
developed a “crosswalk” between the software codes used by e-Builder and the codes used
by PeopleSoft so that similar transactions and entries were handled the same in each
system. Staff from the bond program and from central accounting communicate frequently
and submit documentation to each other to ensure transactions are recorded in both
systems. In addition, finance personnel located in the bond program performs a monthly
reconciliation between the PeopleSoft records and e-Builder records to determine if the
budgets, commitments, and expenditures for the bond program are the same in both

systems.

Our discussions with bond program staff and with district Finance staff indicated a
common concern with the lack of compatibility between PeopleSoft and e-Builder. They
said that the duplicative entry into both systems is inefficient, subject to error, and may
slow payments. In addition, there is time spent reconciling the two systems to ensure they
match. Each group expressed interest in obtaining compatibility between the systems but
was not optimistic that a solution could be developed, tested, and implemented in a timely
basis. PeopleSoft is undergoing an update currently that should be completed before
integration with e-Builder could be considered. E-Builder would also need to develop new

software to communicate with PeopleSoft protocols.

RECOMMENDATION 25

To improve efficiency and reduce duplicative efforts, the district should continue to
explore opportunities to upgrade PeopleSoft and e-Builder to establish compatibility

between the two systems.
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INTERNAL AND EXTERNAL COST AND BUDGET REPORTING

In order to improve management decisions and strengthen program transparency, the bond
program produces management information on program and project costs and the status of
bond budgets. The types of information produced by the program to monitor and review

costs and budgets include the following:

* Monthly Project Updates — Each month, Program Managers and Directors
submit data and narrative on the status of individual projects. Financial
information includes the project budget, encumbered amounts, the estimate
to complete, amounts over/under budget, and the amount expended to date.
This, and other information, is reviewed during meetings with bond
program management and serves as the basis for the Monthly Program
Update

*  OSM Operations Summary — Each month the Operations Manager prepares
a program update reporting on Balanced Scored ratings, the status of project
budgets, project allocations and spending, and other operational information
on the bond program. This update is distributed to all bond project and
program for use at the monthly bond program meeting.

* Monthly Financial Update — Monthly meeting between OSM, FAM, and the
Finance office discusses information on program funding, project budgets,
commitments, and expenditures. The meeting reviews the Operations
Summary and a reconciliation of e-Builder financial information with
PeopleSoft financial records.

» Board of Education and Bond Accountability Reports — This reports
provide information on Balanced Scorecard ratings, project budget and
schedule status, detailed project management cost reports, and other
information on the status of the bond program and its projects. Reports are
reviewed at public meetings of the BOE and BAC.

Based on our review of these reports, we believe that they provide timely and useful
information to help monitor, manage, and implement the bond program. These reports
have sufficient internal and external distribution to ensure that current bond program costs
and budgets can be evaluated and used as working tools in program and project

management.

School Bond Construction Program 75 June 2014



DISTRICT CENTRAL CONTROLS AND BLENDED TEAM STAFFING

The integration of district central office staff with bond program staff has established a
stronger control environment in the bond program. The Accounting Specialist from
Finance assigned to OSM, brings expertise in district level accounting, budgeting, and
financial reporting, and offers independent review over financial transactions to ensure
they comply with district policies and procedures. The position reports to the district’s
Director of Accounting but works daily, on-site with members of the bond program.
Similarly, the Senior Contract Analyst from the district’s Purchasing and Contracting
department, assigned to bond work, is responsible for formal procurements of architecture,
engineering, public improvement and related services for bond capital contracts. The
position reports to the Director of Purchasing and Contracting and ensures that formal
bond program procurements and related contracts comply with state statutes, and district

policies, rules, and procedures
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6. Public Engagement and Communications

he district has developed and implemented a variety of methods and processes

to engage and communicate with the public about the school bond program in

general, and specific improvement projects within the bond. To guide this
effort, OSM and the department of Community Involvement and Public Affairs (CIPA)

developed a bond communication plan to accomplish the following objectives:

* Keep the community updated of the status of school improvement projects
at each step of development

* Build community confidence in PPS ability to execute a major capital
initiative

+ Keep the community informed about alignment of spending to priorities and
budgets and highlight community oversight

* Build strong community-ownership of the bond program

» Inform the community about how the bond supports improvement in
delivering education

In addition to the activities established by the bond communication plan, the district
implemented an expanded community involvement process involving Design Advisory
Groups (DAG) at three of the four modernization and replacement projects that are part of
the bond — Roosevelt HS, Franklin HS, and Faubion PK-8. The district planned for, and
conducted additional community engagement and communication, through open houses,
design workshops (charettes), and other public forums and interactive meetings. A similar
process of community engagement will occur when the GHS project goes into

development.

While it is premature to fully evaluate the success of the district’s bond program public
engagement and communication efforts, we analyzed the completeness and adequacy of
the bond communication plan, the degree to which planned engagement and
communications strategies were put in place, and identified potential opportunities to

strengthen existing approaches.
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BOND PROGRAM COMMUNICATION PLAN

In the spring of 2013, CIPA working with OSM developed a draft communication plan that
identified the goal, objectives, strategies, and tactics for communicating and involving the
community in the bond program. The plan identified the priority audiences for the
communication, and specific methods for reaching each of these audiences. In brief, the
priority audiences of the plan were students and families, principals and staff, instructional
leaders and employee representatives, residents in neighborhoods with schools receiving
upgrades, business and community leaders, and communities of color. These audiences
were to be reached in a number of ways including social media, web-sites, school
newsletters and list servers, staff meetings and emails, local media coverage, direct

mailing, neighborhood meetings, editorial and opinion articles, and community partners.

The draft plan developed a calendar and timeline for delivery of information for
engagement events from January 2013 through December 2013. CIPA also developed
immediate, near-term and long-term priorities for the targeted period of August 2013 to
December 2013, such as an updated website, development of school newsletters, and

meetings with key stakeholders.

Our review of the elements and contents of the draft communication plan show that it
contains many of the essential features for meaningful public participation. Specifically,
the plan sets goals for what the plan is to achieve and then establishes various levels of
participation that are intended to inform, consult, involve, and collaborate with the
community. The plan also clearly identifies the range of stakeholders that are involved in

the bond program and specifically lists strategies for engaging them.

Based on our review, we believe the plan could be more complete in a few areas. First,
it is a draft document that has not been updated and finalized since its creation in the spring
of 2013. CIPA staff indicated that an updated plan is in progress to address lessons learned
in the first year of the program but as of the end of our audit period an updated plan was
not complete. While the CIPA staff have produced engagement plans for Roosevelt,

Franklin, and the 2013 and 2104 summer improvement projects, these plans are not
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complete and do not clearly identify which strategies will be delivered, and when they will
be delivered over the year. Finally, neither the comprehensive plan nor the specific
project communication plans clearly discuss the commitment the district is making to
stakeholders to inform, listen or acknowledge concerns, or show how their input will
influence decisions. Specifically, according to district public engagement policy and best
practices for public engagement, agencies should explain to the public the nature and scope
of their participation and the type and level or commitment the district is making in

response to the public engagement.

RECOMMENDATION 26

CIPA with the assistance of OSM should update and revise the bond communication
plan to address lessons learned in the first year of the program and to clearly identify
which strategies will be employed and when they will be delivered throughout the entire
year. In addition, the CIPA and OSM should make clear to the community how input
will be considered and how decisions will be influenced by public engagement.

PUBLIC ENGAGEMENT AND COMMUNICATION STRATEGIES

Our analysis shows that bond program public engagement and communication has been
extensive. A variety of methods have been used to inform, consult, and involve
stakeholders in the bond program and projects. Although we did not review all of the
various methods employed to pursue public participation and engagement, the following

are some of the most frequent and consistently used efforts:

* Provided information on summer projects to teachers and parents at back-

to-school nights supplemented by flyers, fact-sheets, posters, and email

announcements

« Held open-houses and multiple design workshops at Franklin and Roosevelt
high schools, and Faubion PK8

» Created an extensive bond program website with information on bond
project status, opportunities for involvement, invitations to public meetings
and workshops, links to completed master plans, and contact information
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* Built relationships with stakeholders by attending staff meetings,

neighborhood and community association meetings, and including bond

project information in school newsletters and district-wide email updates

» Prepared and released media news releases on project events and status to

gain earned media recognition in news articles and editorials

» Used social media to inform and involve stakeholders of events and to

solicit involvement

* Made presentations business, neighborhood, and parent groups

» Prepared descriptive signage, flyers, and posters for each project, in various

languages ,which might be helpful to the different primary language
speakers within each boundary area.

« Held one-on-one meetings with principals and vice principals to discuss

projects and learn about project concerns and need for public information

» Invited parents and the community to site tours of schools with planned

upgrades and modernization

In order to determine if these activities are having their intended effect, it would be
helpful to evaluate stakeholder knowledge about the bond, satisfaction with opportunities
for input and collaboration with the district, and the degree to which the public has
confidence in the fiscal stewardship of the district. While the draft communication plan
indicated that these outcomes would be measured, the district to date has not conducted
verbal or written surveys, online surveys, or polling, to obtain this feedback from
stakeholders. Research done on website and social media might also offer insights on the
number of people who read website posts related to the bond program, and the frequency

or extent of use of social media related to bond activities.

Based on initial conversations with OSM and CIPA staff, there may be some need to
confirm or clarify the roles of the Project Directors, Managers, and Coordinators, and the
roles of CIPA staff in conducting and leading public engagement. While the draft
communication plan designated lead and support roles for conducting various

communication and engagement strategies, it would be valuable to learn if these roles are
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working as intended and if the parties are satisfied with the level of coordination and

responsibility.

RECOMMENDATION 27

In order to improve public engagement with the bond program and its projects, OSM and
CIPA should:

1. Evaluate the impact to date of public engagement activities on stakeholder
knowledge of the program, satisfaction with opportunities for input and feedback,
and confidence in fiscal stewardship of the district.

2. Assess the effectiveness of staff roles to lead and support public engagement, in

order to identify ways to improve coordination and delivery.

DESIGN ADVISORY GROUPS

A central feature of the major modernization and replacement projects was the formation
of Design Advisory Groups (DAGs). Each of the three major projects now in planning or
design formed a DAG composed of students, teachers, parents, neighbors, community and
business leaders, and other interested parties from the school boundary area. The DAG met
periodically during the planning and design phases to ensure site-specific program needs
were addressed and incorporated into each project. DAG meetings are public, and
members are expected to serve for a minimum of 12 months. In accordance with the

charter established for each DAG, members:

» Advise project management design team on characteristics unique to the
school

» Help synthesize community-wide input

» Assist with community tours, public design events, public conversations,

and ground breaking

*  Work together to provide input into planning and design, and learn about

renovation and construction projects
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Our review indicates the project DAGs have met frequently and consistently from June
2013 through February 2014. The Franklin DAG met 9 times, the Roosevelt DAG 12
times, and Faubion DAG 6 times. Our review of meeting notes indicates that the DAG
members and project management staff discussed a wide variety of site specific issues
including building configuration and proposed use, square footage, educational
specifications, neighborhood impacts, instructional space, parking, athletic and performing
arts facilities, historic features, and other issues of concern to the group. The DAG group
also were briefed on project budgets and schedules and project scope, and participated in
presentations from the architectural firms responsible for project designs and in discussions
leading to the Master Plan for Roosevelt and Franklin high schools. Overall, it appears that
DAG participation was adequate. However, some meetings had fewer than half of the

DAG members present.

The DAGs are important elements in the success of public engagement. It is important
to ensure that DAG stakeholders believe that the design and construction of their
respective projects address their concerns and needs. To that end, OSM will be issuing a
survey to all DAG members to rate the master planning and project design phases to
determine if the DAG members believe that they were adequately informed of the project
scope and schedule, and that the project is consistent with community needs. In addition,
DAG members will assess how well OSM and CIPA provided adequate opportunity for
feedback and response to comments. The district should establish a standard for sufficient
response and then ensure that there is sufficient response from DAG members to provide a
representative opinion about stakeholder understanding and involvement in the bond

program.
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RECOMMENDATIONS

n order to help strengthen the management and improve the performance of the
School Building Improvement Bond program, we recommend that the district take

the following actions. For a more complete description of the condition leading to

the recommendation see page number referenced after each recommendation.

PROGRAM MANAGEMENT

RECOMMENDATION 1 (p. 30)
To ensure the program has a solid foundation to guide the implementation of the

program over the next several years, OSM should update the Program Management

Plan and include missing documents.

RECOMMENDATION 2 (p. 35)
Evaluate the current project scheduling process to determine if the needs of the project

are being met. Consider alternatives for preparing and updating project schedules
including contracting with an outside provider, preparation by project managers and

directors, or a combination of efforts.

RECOMMENDATION 3 (p. 37)
The OSM Executive Director should develop an annual work plan for Heery Program

and Construction Management assistance consistent with the existing contract. The
work plan should identify work priorities for the year and define specific tasks and
deliverables that will be accomplished, dates for completion, performance expectations,
and establish an objective methodology for assessing the consultant’s performance and
success in providing support to OSM/FAM and staff at the program and project

management levels.
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RECOMMENDATION 4 (p. 40)
To improve the rigor and completeness of the Balanced Scorecard reporting tool, OSM

should consider making the following improvements:

1. More clearly define the budget perspective performance measures and targets. To
provide a more transparent basis for budget perspective scoring develop a
spreadsheet that explains the source of the data and that compares the actual

amounts to the actual targeted amounts.

2. Report more accurately on the schedule perspective by ensuring the color coded

rating matches the actual schedule status against the baseline schedule.

3. Improve the reliability and relevance of stakeholder perspective ratings by
encouraging greater and more complete stakeholder participation in surveys. OSM
should consider implementing electronic, on-line survey tools to simplify survey

administration and increase response rates.

4. Improve the usefulness and reliability of the equity perspective reporting by
working with the non-profit registry that maintains information on career

opportunities to include more complete information on registered companies.

PURCHASING AND CONTRACTING

RECOMMENDATION 5 (p. 42)
In order to better match the AG’s Model Public Contracts Rules and to correct a

language error, the Purchasing and Contracting department should modify the

following sections of the PPS Purchasing and Contracting Manual.

1. PPS-47-0270(3) — Eliminate the requirement that intermediate solicitations over

$75,000 be “written”.

2. PPS-48-0110(4) — Correct the definition of engineer to indicate that an engineer

practices “engineering” not “land surveying”.
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3. PPS-48-0130(1) — Permit the use of pricing as a selection criterion in selecting
qualified architectural/engineering and related services when the cost of the

services do not exceed $100,000.

4. PPS-47-0270(1) — Raise the lower limit for intermediate procurements from
$5000 to $10,000. (This recommendation was implemented on March 31,
2014.)

5. PPS-047-0265(2) — Increase the limit on amendments for small procurements to
$12,000 or $12,500. (This recommendation was implemented on March 31,
2014.)

RECOMMENDATION 6 (p. 43)
Consider adopting the Attorney General’s Model Contracting Rules while retaining

separate rules for selection and procurement of contracts for personal services.

RECOMMENDATION 7 (p. 44)
The district should consider increasing the change order authority for various positions

currently identified in PPS 8.50.105 Administrative Directive.

RECOMMENDATION 8 (p. 46)
ITB language should indicate that unit prices will be used as stated on the bid submittal

or, at the sole discretion of the District, will be negotiated at a fair and reasonable unit

price as change orders are requested.

RECOMMENDATION 9 (p. 46)
ITB language should indicate that the lowest responsible bid will be based upon the

base bid and alternatives selected at the time of award. Procedures discussed with
OSM could be put in place to ensure that the selection of alternates would be based on
price, value, and need, and not used to effect the selection of one contractor over

another.

RECOMMENDATION 10 (p. 47)
Revise the General Conditions language to ensure that it specifies a maximum

allowable profit and overhead for negotiated Change Order pricing. (As of the date of
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the final draft of this audit report, OSM informs us that OSM and Purchasing are

working to address this recommendation.)

RECOMMENDATION 11 (p. 48)

For formal selection processes using a Request for Proposal procedure, the district
should consider using a ranking methodology that scores firms in order of preference
as opposed to pure point totals from individual rater’s point totals. In addition, provide
guidelines on how to score specific categories to ensure greater consistency in scoring

individual categories.

RECOMMENDATION 12 (p. 48)
In addition to providing raters of proposals with guidelines on how to score specific

categories of information, the district should also provide instructions on how raters
should use reference information in their scoring of proposals. The changes should be

incorporated into written Purchasing SOPs.

RECOMMENDATION 13 (p. 49)
To help control the cost of builders risk insurance, the District should consider

increasing the share of deductible, per occurrence, that contractors must pay in the

event of a builders risk insurance claim.

RECOMMENDATION 14 (p. 52)
To ensure the next RFP for CM/GC services is complete, consistent, and clear, we

recommend the following changes:
1. To ensure a clear understanding of when substantial completion is required,

establish a specific and consistent date in the RFP. Substantial completion is

specified as Spring 2017 in one part of the RFP and March 2017 in another.

2. To ensure that the CM/GC fee is based on the estimated Cost of Work at the
time of development of the Guaranteed Maximum Price, the fee definitions in
the RFP and contract should be the same. Although the contract defined the fee

as “based on the estimated Cost of Work at the time of the development of the
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GMP,” the RFP defined the fee as based on the “% of completed construction

work.”

3. To provide clear directions to proposal raters, clarify how the preconstruction
fee and the CM/GC fee will be used in the assessment of total fee and the rating

of the proposed fees.

RECOMMENDATION 15 (p. 53)
Consider, in future contracts, or in the GMP amendment for existing contracts,

providing more proscriptive guidelines for the CM/GC to be able to procure

subcontracts by specific methods other than advertised competitive bid.

RECOMMENDATION 16 (p. 53)
Redefine the contract to clarify what general conditions work will be paid lump sum

and what other general condition work will be reimbursed on an actual cost basis,

subject to a maximum allowance within the negotiated GMP.

RECOMMENDATION 17 (p. 54)
For current contracts in the GMP amendment, and for future contracts, clarify District

intent for P/OH to be allowed to the CM/GC for additive changes to the GMP.
Consider placing a maximum total percentage limit that can be charged for P/OH for

all tiers of subcontractors.

PLANNING AND DESIGN

RECOMMENDATION 18 (p. 59)
In order to improve the efficiency of the master planning and design efforts of future

modernization and replacement projects, we recommend that the district consider the
following actions:
1. Hold more timely and complete discussions with internal and external
stakeholders on school design topics such as the number, type, and size, of
classrooms; classroom utilization rates; career learning and technical education

delivery, and core space needs. The completed high school specifications will
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provide a sound foundation for these discussions but complete educational
specifications for middle and elementary schools should be final before
initiating these discussions with lower grade levels (e.g., Faubion PK-8).
Ensure that updates if any to the HS Ed Specs, including target capacity and
core size occur well before the start of the master planning process for the
remaining comprehensive high schools, which is scheduled to occur later

during this eight year bond program.

2. Reconcile student and core planning capacities currently established by the
BOE with the different capacities contained in the Long Range Facility Plan
and the Educational Specifications for comprehensive high schools. Ensure
that all documents are consistent and compatible with one another before
beginning the work at GHS and the master planning for the remaining

comprehensive high schools.

RECOMMENDATION 19 (p. 60)
In order to provide timely and complete guidance to project design teams, OSM and

FAM should strive to complete PPS Design Standards and Guidance in time for
inclusion in the design for Roosevelt and Franklin high school, Faubion PK-8, and

summer Improvement Project 2015.

PROJECT AND CONSTRUCTION MANAGEMENT

RECOMMENDATION 20 (p. 64)
To guide the delivery and management of bond program projects, we recommend that

project plans and SOPs be developed and implemented by the end of calendar year
2014, if not sooner. Those SOPs necessary for the successful implementation of 1P

2014 be completed and put into use immediately.

RECOMMENDATION 21 (p. 66)
In order to increase the value of e-Builder as a common repository for all project

documentation, OSM should establish requirements for filing and indexing all project
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documents and for encouraging the consistent use of e-Builder by project staff for

document storage.

RECOMMENDATION 22 (p. 66)
Depending on individual project team preferences, develop and implement streamlined

steps for RFI processing where the PD/PM is copied rather than required to act on

certain steps.

RECOMMENDATION 23 (p. 69)
To ensure the district complies with contract language and board policy regarding

change order approval, the new PCO procedure should be fully tested and found
functional before IP 2014 change order work proceeds. OSM should ensure that
project staff understand new requirements and comply with e-Builder protocols. OSM
should also consider developing and implementing a back-up system in the event that
the new PCO process does not ensure that changes are approved by the appropriately
authorized staff, and lower level authority is “renewed” before change order work

proceeds.

To more effectively and efficiently manage change order processing, we have made
a separate recommendation (# 7) that PPS consider increasing change order authority

for designated PPS staff, and adding a limited level of authority for the PC position.

Once the new system is implemented and fully working, in order to avoid potential
confusion, PPS contract documents should be amended to reflect the terminology of

the new system.

RECOMMENDATION 24 (p. 70)
To ensure the roles and responsibilities of the Project Directors/Managers,

Coordinators, and Construction Managers are fully understood, the OSM should
complete the Responsibility by Participant Matrix that identifies the specific
expectations for each role including tasks, timelines, and report documentation. This

recommendation should be implemented in conjunction with recommendation #3.
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COST AND BUDGET MANAGEMENT

RECOMMENDATION 25 (p. 74)
To improve efficiency and reduce duplicative efforts, the district should continue to

explore opportunities to upgrade PeopleSoft and e-Builder to establish compatibility

between the two systems.

PUBLIC ENGAGEMENT AND COMMUNICATIONS

RECOMMENDATION 26 (p. 79)
CIPA with the assistance of OSM should update and revise the bond communication

plan to address lessons learned in the first year of the program and to clearly identify
which strategies will be employed and when they will be delivered throughout the
entire year. In addition, the CIPA and OSM should make clear to the community how

input will be considered and how decisions will be influenced by public engagement.

RECOMMENDATION 27 (p. 81)
In order to improve public engagement with the bond program and its projects, OSM

and CIPA should:

1. Evaluate the impact to date of public engagement activities on stakeholder
knowledge of the program, satisfaction with opportunities for input and

feedback, and confidence in fiscal stewardship of the district.

2. Assess the effectiveness of staff roles to lead and support public engagement, in

order to identify ways to improve coordination and delivery.
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MANAGEMENT RESPONSE
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PORTLAND PUBLIC SCHOOLS

Office of School Modernization
501 North Dixon Street  Portland, OR 97227

SCHOOL BUILDING
IMPROVEMENT BOND

June 3, 2014

Hirsh and Associates |
PO Box 5575
Eugene, Oregon 97405

Dear Mr. Hirsh & Mr. Tracy:

Thank you for your thorough review of Portland Public Schools’ 2012 School Improvement
Bond Program. We are always looking for opportunities to improve work processes and
recognize that we are accountable and responsible to produce quality work, on time, on
budget and complying with procurement policies.

[ have reviewed the draft version of the Performance Audit and appreciate the breadth and
depth of your work. Your recommendations will assist us in managing the eight year
program. Many of your audit recommendations dovetail nicely with work underway; you
have also suggested some new actions we can take.

Based on our review of the draft version of Performance Audit #1 dated June 2014 we have
developed responses to each of your 27 recommendations. Three of these are already
completed. I expect 22 of these will have a goal of implementation by December 31, 2014.
Our intent is to provide an update in January 2015. This will support your work during
Audit#2.

Each response contains one of the following statements:

e (Concur - Goal is to implement recommendation by December 31, 2014

e Concur with Comment - Goal is to implement recommendation by December 31,
2014 with qualifying comments

e Nonconcur - Recommendation may not be implemented with comments to explain

e Completed - Recommendation already implemented
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The following table presents a tabulated summary of the PPS’s responses.

Audit
Recommendati Topic Dept Response

on

#1 Concur with
Program Management OSM comment

#2 Program Management OSM Concur

#3 Program Management OSM Nonconcur

#4 Program Management 0OSM Nonconcur

4 Concur with
Purchasing & Contracting P&C comment

#6 Purchasing & Contracting P&C Completed

#7 Concur with
Purchasing & Contracting OSM /P&C | comment

#8 Purchasing & Contracting P&C Concur

#9 Purchasing & Contracting P&C Concur

410 Concur with
Purchasing & Contracting P&C comment

#11 Concur with
Purchasing & Contracting P&C comment

#12 Purchasing & Contracting P&C Concur

#13 Concur with
Purchasing & Contracting P&C comment

#14 Purchasing & Contracting P&C Concur

#15 Purchasing & Contracting Risk/OSM | Concur

#16 Purchasing & Contracting OSM Concur

#17 Purchasing & Contracting 0OSM /P&C | Concur
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Audit
Recommendati Topic Dept Response
on
#18 Planning & Design P&C Concur
#19 Planning & Design P&C Completed
#20 Project & Construction Management | P&C Concur
#21 Project & Construction Management | P&C Concur
Project & Construction Management Concur with
H#22
OSM comment
Project & Construction Management Concur with
#23
0OSM comment
#24 Project & Construction Management | OSM Concur
#25 Cost & Budget Management 0OSM Completed
Public Engagement & CIPA/OS
#26 bl
Communications M Concur
Public Engagement & CIPA/OS
#27 e
Communications M Concur

Attached is our written response to your findings and recommendations. Please contact me
if you have any questions or comments. Thanks again for the hard work and time spent
with our Team and your efforts to identify areas for improvement.

Uik Sab

Carole Smith, Superintendent
Portland Public Schools

Attachment
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PROGRAM MANAGEMENT

RECOMMENDATION 1 (p. 30)

To ensure the program has a solid foundation to guide the implementation of the
program over the next several years, OSM should update the Program Management

Plan and include missing documents.
STAFF RESPONSE: Concur with Comment

The current version of the PMP is the initial posted version for implementation.
After months of staffing and meetings to discuss the content and comments, the
October 16, 2013 version of the PMP went “live” on the shared X drive on the 17t of
October, 2013 at 09:14 AM. An email to the Bond Blended Team announcing the
posting of the PMP was sent on Thu 10/17/2013 10:10 AM with the subject
“Program Management Plan (PMP) Has Been Posted to the X: Drive”. When posted for
implementation, this PDF version of the PMP contained a copy of the 2012 Long
Range Facilities Plan, 2009 Historic Building Assessment, and the Capital
Construction Estimating Model. The High School Educational Specifications were
approved by the Board of Education on February 3, 2014 and will be an appendix

item when the next version of the PMP is posted.

RECOMMENDATION 2 (p. 35)

Evaluate the current project scheduling process to determine if the needs of the
program and project are being met. Consider alternatives for preparing and updating
project schedules including contracting with an outside provider, preparation by

project managers and directors, or a combination of efforts.

STAFF RESPONSE: Concur

RECOMMENDATION 3 ( p. 38)
The OSM Executive Director should develop an annual work plan for Heery Program

and Construction Management assistance consistent with the existing contract. The
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work plan should identify work priorities for the year and define specific tasks and
deliverables that will be accomplished, dates for completion, performance
expectations, and establish an objective methodology for assessing the consultant’s
performance énd success in providing support to 0SM/FAM and staff at the program
and project management levels.

STAFF RESPONSE: Nonconcur

The Executive Director has reviewed this recommendation and has determined that
Heery has been providing the Program and Construction Management assistance in
accordance with the PPS/Heery agreement (ENG59584) and that the program will
continue to be executed without an amendment for an annual work plan. OSM/FAM
program and project management staff has been provided opportunities to report on

their experiences and have done so.

RECOMMENDATION 4 (p. 40)

To improve the rigor and completeness of the Balanced Scorecard reporting

tool, OSM should consider making the following improvements:

1. More clearly define the budget perspective performance measures and
targets. To provide a more transparent basis for budget perspective scoring
develop a spreadsheet that explains the source of the data and that
compares the actual amounts to the actual targeted amounts.

2. Report more accurately on the schedule perspective by ensuring the color
coded rating matches the actual schedule status against the baseline
schedule.

3. Improve the reliability and relevance of stakeholder perspective ratings by
encouraging greater and more complete stakeholder participation in
surveys. OSM should consider implementing electronic, on-line survey tools
to simplify survey administration and increase response rates.

4. Improve the usefulness and reliability of the equity perspective reporting
by working with the non-profit registry that maintains information on

career opportunities to include more complete information on registered
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companies.

STAFF RESPONSE: Nonconcur

Staff does plan to implement recommendations 4.1 and 4.2 by the end of this year but
does not concur with recommendations 4.3 and 4.4.

Maximum stakeholder feedback is the goal of OSM for all phases of all projects. OSM
utilizes a feedback survey system implemented in other organizations and school
districts. The current system is designed to obtain feedback without burdening the
stakeholders with process and paperwork. Developing and implementing an on-line
survey tool would likely be viewed as being onerous by stakeholders and decrease
participation. OSM will continue to encourage feedback via in person conversations,
phone calls and electronic communication.

To reflect the expectations of the Board of Education, the equity perspective reporting
metrics regarding career learning opportunities has recently been modified to more
accurately reflect the overall student engagement taking place.

PURCHASING AND CONTRACTING

RECOMMENDATION 5 (p. 42)

In order to better match the AG’s Model Public Contracts Rules and to correct a
language error, the Purchasing and Contracting department should modify the
following sections of the PPS Purchasing and Contracting Manual:

1. PPS-47-0270(3) - Eliminate the requirement that intermediate solicitations over
$75,000 be “written.”

2. PPS-48-0110(4) - Correct the definition of engineer to indicate than an engineer
practices “engineering” not “land surveying”

3. PPS-48-0130(1) - Permit the use of pricing as a selection criterion in selecting
qualified architectural/engineering and related services when the cost of the services

do not exceed $100,000.
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4. PPS-47-0270(1) - Raise the lower limit for intermediate procurements from $5000
to $10,000. (This recommendation was implemented 3/31/14)

5. PPS-47-0265(2) - Increase the limit on amendments for small procurements to

$12,000 or $12,500. (This recommendation was implemented 3/31/14)
STAFF RESPONSE: Concur with Comment

Purchasing staff will review recommendation 5(1) with legal counsel and, unless
counsel advises otherwise, will implement with the next Purchasing and Contracting
Rules update, after the AG adopts new Model Public Rules for 2014. |

Recommendations 5(2) and 5(3) will be implemented with the next Rules update.

RECOMMENDATION 6 (p. 43)

Consider adopting the Attorney General’s Model Public Rules while retaining

separate rules for selection and procurement of contracts for personal services.
STAFF RESPONSE: Completed

Purchasing staff will review this recommendation with legal counsel when the AG’s
2014 model rules are released. We will retain our own rules if, after review of each
instance where our rules differ from the model rules, it appears that the benefits
gained from tailoring our rules to District needs and priorities outweigh the benefits

of adopting the AG’s model rules.

RECOMMENDATION 7 (p. 44)

The district should consider increasing the change order authority for various
positions currently identified in PPS 8.50.105 Administrative Directive.

STAFF RESPONSE: Concur with Comment

Purchasing staff will consider the suggested change order limits and will confer with
Office of School Modernization staff, Facilities and Asset Management staff, and legal
counsel before recommending an increase to change order authority. The Delegation
of Authority Administrative Directive applies to all District change orders, not just

change orders on Bond projects. Any recommended changes to the AD must be
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reviewed and approved by the Superintendent.

RECOMMENDATION 8 (p. 46)

ITB language should indicate that unit prices will be used as stated on the bid
submittal or, at the sole discretion of the District, will be negotiated at a fair and

reasonable unit price as change orders are requested.

STAFF RESPONSE: Concur

RECOMMENDATION 9 (p. 46)

ITB language should indicate that the lowest responsible bid will be based upon the
base bid and alternatives selected at the time of award. Procedures discussed with

0SM could be put in place to ensure that the selection of alternates would be based

on price, value, and need, and not used to effect the selection of one contractor over

another.

STAFF RESPONSE: Concur

RECOMMENDATION 10 (p. 47)

Revise the General Conditions language to ensure that it specifies a maximum
allowable profit and overhead for negotiated Change Order pricing. As of the date of
this audit report, OSM informs us that OSM and Purchasing are working to address
this recommendation.

STAFF RESPONSE: Concur with Comment

Purchasing staff updated the General Conditions to address this recommendation in
May 2014. The General Conditions now provide, at paragraph 6(1) (3):
Change Pricing. In the absence of applicable unit prices or other agreement, the

changed work will be priced in accordance with the following provisions:

i.  Inno case shall the sum of the individual markups applied to a General
Contractor’s Modification exceed fifteen percent (15%), regardless of the

number of Subcontractor tiers involved in performing the Work.
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ii. The total combined mark-up for a Subcontractor and his lower-tier
Subcontractor shall not exceed ten percent (10%). Costs of tax and insurance
shall not be marked up.

iii. For work perform by a subcontractor, the subcontractor will receive 10%
markup for direct costs. The General Contractor shall receive a five percent (5%)

of the subcontractor's direct costs for processing.

iv. For self-performed work by the General Contractor, the markup shall equal

fifteen percent (15%) of the direct cost as defined herein.

v. Bonding may be increased a maximum of one percent (1%) provided the

Contractor demonstrates to the District a requirement to increase bonding.

vi. Ifthe netvalue of a change results in a credit from the Contractor or
subcontractor, the credit shall be the actual net cost, plus five percent (5%) for
overhead and profit. When both additions and credits covering related work or
substitutions are involved in any one change, the allowance for overhead and
profit shall be figured on the basis of the net increase or decrease, if any, with

respect to the change.

RECOMMENDATION 11 (p. 48)

For formal selection processes using a Request for Proposal procedure, the district

should consider using a ranking methodology that scores firms in order of preference

as opposed to pure point totals from individual rater’s point totals. In addition,

provide guidelines on how to score specific categories to ensure greater consistency

in scoring individual categories.

STAFF RESPONSE: Concur with Comment

Purchasing staff modified the Division 48 RFP template (section 4.2.5) to incorporafe

a ranking methodology in May 2014. The ranking methodology in the Division 48

RFP template is identical to that in the CMGC RFP template:

4.2.5 Final Scoring and Ranking of Proposals
The highest-ranked proposal will be determined as follows:

a) Each evaluator will assign a number to each proposal based on
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the total score he or she awarded each proposal (as described in

4.2.1 through 4.2.4).

b) The proposal to which the evaluator awarded most points will
receive an Evaluator Final Score of 1. The proposal to which the
evaluator awarded the second most points will receive an Evaluator
Final Score of 2, and so forth. The proposal the evaluator scored
lowest (through the process described in 4.2.1 through 4.2.4) would

receive the highest Evaluator Final Score.

c) The District will then sum the Evaluator Final Scores for each
proposal and rank the proposals. The proposal with the lowest total
final score (the sum of all Evaluator Final Scores) will be ranked
highest. The proposal with the second lowest final score will be
ranked second highest, and so on. The proposal with the highest

Final Scofe will be ranked last.

Purchasing staff will consider further modification to the Division 48 RFP template to

provide more guidance on how to score specific categories.

RECOMMENDATION 12 (p. 48)

In addition to providing raters of proposals with guidelines on how to score specific
categories of information, the district should also provide instructions on how raters
should use reference information in their scoring of proposals. The changes should be

incorporated into written Purchasing SOPs.

STAFF RESPONSE: Concur.

RECOMMENDATION 13 (p. 49)

To help control the cost of builders risk insurance, the District should consider
increasing the share of deductible, per occurrence, that contractors must pay in the

event of a builders risk insurance claim.
STAFF RESPONSE: Concur with Comment

The District’s insurance exhibit (Exhibit B) for Large Construction contracts (i.e,,
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construction contracts over $100,000) was revised in May 2014. The new language
relating to builders risk insurance indicates that the contractor will be responsible
for the first $10,000 of the deductible, per occurrence. This change reflects a $5,000

increase in the contractor’s share of deductible.

RECOMMENDATION 14 (p. 52)

To ensure the next RFP for CM/GC services is complete, consistent, and clear, we
recommend the following changes:
1. To ensure clear understanding of when substantial completion is required,
establish a specific and consistent date in the RFP. Substantial completion is
specified as Spring 2017 in one part of the RFP and March 2017 in another.
2. To ensure that the CM/GC fee is based on the estimated Cost of Work at the time
of development of the Guaranteed Maximum Price, the fee definitions in the RFP
and contract should be the same. Although the contract defined the fee as “based
on the estimated Cost of Work at the time of the development of the GMP,” the RFP
defined the fee as based on the “% of completed construction work.”
3. To provide clear directions to proposal raters, clarify how the preconstruction
fee and the CM/GC fee will be used in the assessment of total fee and the rating of

the proposed fees.

STAFF RESPONSE: Concur

RECOMMENDATION 15 (p. 53)

Consider, in future contracts, or in the GMP amendment for existing contracts,
providing more proscriptive guidelines for the CM/GC to be able to procure

subcontracts by specific methods other than advertised competitive bid.

STAFF RESPONSE: Concur

RECOMMENDATION 16 (p. 53)

Redefine the contract to clarify what general conditions work will be paid lump sum
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and what other general condition work will be reimbursed on an actual cost basis,

subject to a maximum allowance within the negotiated GMP.

STAFF RESPONSE: Concur

RECOMMENDATION 17 (p. 54)

For current contracts in the GMP amendment, and for future contracts, clarify District
intent for P/OH to be allowed to the CM/GC for additive changes to the GMP.
Consider placing a maximum total percentage limit that can be charged for P/OH for

all tiers of subcontractors.

STAFF RESPONSE: Concur

PLANNING AND DESIGN

RECOMMENDATION 18 (p. 59)
In order to improve the efficiency of the master planning and design efforts of future
modernization and replacement projects, we recommend that the district consider

the following actions:

1. Hold more timely and complete discussions with internal and external
stakeholders on school design topics such as the number, type, and size, of
classrooms; classroom utilization rates; career learning and technical education
delivery, and core space needs. The completed high school specifications will
provide a sound foundation for these discussions but complete educational
specifications for middle and elementary schools should be final before initiating
these discussions with lower grade levels (e.g., Faubion PK-8). Ensure that
updates if any to the HS Ed Specs, including target capacity and core size occur
well before the start of the master planning process for the remaining
comprehensive high schools, which is scheduled to occur later during this eight

year bond program.

2. Reconcile student and core planning capacities currently established by the
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BOE with the different capacities contained in the Long Range Facility Plan and the
Educational Specifications for comprehensive high schools. Ensure that all
documents are consistent and compatible with one another before beginning the
work at GHS and the master planning for the remaining comprehensive high

schools.

STAFF RESPONSE: Concur

RECOMMENDATION 19 (p. 60)

In order to provide timely and complete guidance to project design teams, OSM and
FAM should strive to complete PPS Design Standards and Guidance in time for
inclusion in the design for Roosevelt and Franklin high school, Faubion PK-8, and

summer Improvement Project 2015.

STAFF RESPONSE: Completed
PPS Design Guidelines were recently updated and are being posted on the PPS
website. The ongoing design teams have participated in the guideline development.

The Design Guidelines are expected to evolve over time.

PROJECT AND CONSTRUCTION MANAGEMENT

RECOMMENDATION 20 (p. 64)

To guide the delivery and management of bond program projects, we recommend
that project plans and SOP’s be developed and implemented by the end of calendar
year 2014, if not sooner. Those SOP’s necessary for the successful implementation of

IP 2014 be completed and put into use immediately.

STAFF RESPONSE: Concur
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RECOMMENDATION 21 (p. 66)

In order to increase the value of e-Builder as a common repository for all project
documentation, 0SM should establish requirements for filing and indexing all project
documents and for encouraging the consistent use of e-Builder by project staff for

document storage.

STAFF RESPONSE: Concur

RECOMMENDATION 22 (p. 66)
Depending on individual project team preferences, develop and implement

streamlined steps for RFI processing where the PD/PM is copied rather than

required to act on certain steps.
STAFF RESPONSE: Concur with Comment

As of the date of this response, this recommendation has been implemented.

RECOMMENDATION 23 (p. 69)
To ensure the district complies with contract language and board policy regarding

change order approval, the new PCO procedure should be fully tested and found

- functional before IP 2014 change order work proceeds. OSM should ensure that
project staff understand new requirements and comply with e-Builder protocols.
0SM should also consider developing and implementing a back-up paper system in
the event that the new PCO process does not ensure that changes are approved by
the appropriately authorized staff, and lower level authority is “renewed” before

change order work proceeds.

To more effectively and efficiently manage change order processing, we have
made a separate recommendation (# 7) that PPS consider increasing change order

authority for designated PPS staff, and adding a limited level of authority for the PC

position.
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Once the new system is implemented and fully working, in order to avoid
potential confusion, PPS contract documents should be amended to reflect the

terminology of the new system.
STAFF RESPONSE: Concur with comment

The new PCO procedure has been through a lengthy testing period and is expected to
be fully tested and found functional before IP 2014 change order work proceeds. e-
Builder was identified as the appropriate place to capture the PCO process confirming
changes were being approved at the appropriate levels. The creation of a back-up
paper-system would require a significant amount of work that OSM is not presently
staffed for. Back-up paper copies of commitment reports, previous authorized
changes reports, etc, with original signatures from multiple staff would be required
which would be a significant time consuming processes that would inhibit rapid

execution of change orders.

RECOMMENDATION 24 (p. 70)

To ensure the roles and responsibilities of the Project Managers/Directors,
Coordinators, and Construction Managers are fully understood, the OSM should
complete the Responsibility by Participant Matrix that identifies the specific
expectations for each role including tasks, timelines, and report documentation. This

recommendation should be implemented in conjunction with recommendation #3.

STAFF RESPONSE: Concur

COST AND BUDGET MANAGEMENT

RECOMMENDATION 25 (p.74)
To improve efficiency and reduce duplicative efforts, the district should continue to

explore opportunities to upgrade PeopleSoft and e-Builder to establish

compatibility between the two systems.
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STAFF RESPONSE: Completed

Integrating e-Builder and PeopleSoft may have a significant benefit to PPS as a whole
(which is why it is being explored) but it may have only a marginal benefit to the to
the Bond Program at a potentially significant effort. A cost/benefit analysis must be
done to determine the feasibility of this recommendation. If deemed beneficial to the
District, available funds would then be assessed to include what the correct source of

these funds should be.

PUBLIC ENGAGEMENT AND COMMUNICATIONS

RECOMMENDATION 26 (p. 79)

CIPA with the assistance of 0SM should update and revise the bond communication
plan to address lessons learned in the first year of the program and to clearly identify
which strategies will be employed and when they will be delivered throughout the
entire year. In addition, CIPA and OSM should make clear to the community how

input will be considered and how decisions will be influenced by public engagement.

STAFF RESPONSE: Concur

RECOMMENDATION 27 (p. 81)

In order to improve public engagement with the bond program and its projects, 0SM
and CIPA should:
L Eva]ugte the impact to date of public engagement activities on
stakeholder knowledge of the program, satisfaction with opportunities
for input and feedback, and confidence in fiscal stewardship of the
district.
2. Assess the effectiveness of staff roles to lead and support public engagement,

in order to identify ways to improve coordination and delivery.

STAFF RESPONSE: Concur
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APPENDIX A

State of Oregon Procurement Statute ORS 279 A, B, C,
State and PPS Rules
Explanation of CM/GC Alternative Contracting

Portland Public School’s procurement of bond funded public contracts (including public
improvement contracts) and bond-funded contracts for personal services are subject to the
provisions of Oregon Revised Statutes, ORS 279 A, B, C.

ORS 279 A defines the classes of contracts and public agencies that must comply with ORS
279, establishes parameters for rule-making, and defines methods by which procurement may
be shared by different public agencies.

ORS 279 B governs the procurement of contracts for goods and services, provided the
contracts and services are not defined as personal services (which includes architecture,
engineering, and related services) or public improvement contracts. The section also governs
procurement of construction contracts for emergency work, minor alterations, ordinary repair, or
maintenance necessary to preserve a public improvement. Although most construction
contracts are procured under ORS 279 C, some minor construction contracts may be procured
under ORS 279 B.

ORS 279 C governs the procurement of contracts for architecture/engineering (A/E) and
related services, contracts for public improvements (defined as construction, major
reconstruction, or major renovation on real property). ORS 279 C also defines public works
contracts and State Prevailing Rate of Wage (PWR) requirements for public works contracts.

ORS 279 A requires all public agencies that do not adopt their own rules to use the State of
Oregon Attorney General’s Model Public Contracts Rules. For public agencies that do adopt
their own rules, ORS 279 A requires that the public agencies review their rules every time there
is a change to the AG’s Model Public Contracts Rules to determine if the public agencies must
modify their rules to ensure compliance with statutory changes.

ORS 279A authorizes public agencies, by resolution, rule, or other regulation to designate
certain service contracts or classes of service contracts as personal services contracts. ORS
279A further authorizes public agencies to adopt rules for the procurement of contracts it has
designated as personal services contracts.
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Oregon Attorney General’s Model Public Contracts Rules

The AG’s Oregon Administrative Rules (OAR’s) for procurement are located in chapter 137.
They are organized to conform to the three major sections of ORS 279.

1. OAR 137, division 46 provides rules for the implementation of ORS 279A.

2. OAR 137, division 47 provides rules for the implementation of ORS 279B.

3 OAR 137, division 48 provides rules for the implementation of ORS 279C for the
procurement of contracts for Architecture, Engineering, Land Surveying, and Related
Services.

4, OAR 137, division 49 provides rules for the implementation of ORS 279C which provides
rules for the procurement of contracts for Construction Services.

PPS Purchasing Rules

PPS rules currently parallel the AG’s rules, in content, wording, and numbering (insofar as the
labels of division 46, 47, 48, and 49). PPS division 46 includes rules for the procurement of
contracts for personal services, which is not included in the AG’s rules.

Construction Manager/General Contractor (CM/GC)

ORS 279C.335 requires that, with a few exceptions, a public improvement contract over
$100,000 be procured through competitive public bid, unless exempted as an alternative
contracting methodology, under provisions of ORS 279C.335.

SB 254 of the 2013 Legislature created specific requirements for the procurement of a special
class of alternative contracting methodology generally called Construction Manager/General
Contractor (CM/GC). The provisions of SB 254 become effective on July 1, 2014. Along with
the statutory provisions, all public agencies are required to use the AG’s Model Public Contracts
Rules for CM/GC procurement on or after July 1, 2014. Statutory provisions for CM/GC
procurement in place prior to July 1, 2014 (i.e., those effecting the selection of the CM/GC firms
for FHS and RHS) are similar, albeit somewhat less proscriptive than the new provisions.

What is CM/GC?

The CM/GC contracting method combines the traditional scopes of work of the construction
manager and the general contractor into a single contract. During the early stages of the design
phase, the owner selects a CM/GC firm using a competitive (RFP) selection process. Typically,
selection criteria includes information pertaining to the firm’s qualifications, experience,
proposed project team, proposed project approach, the fee the firm will charge for
preconstruction services, and the fee the firm will charge for CM/GC services during
construction, as a percentage of the estimated construction cost at a set point in the design.

Industry terminology can be ambiguous. The term construction manager as it relates to CM/GC
is a different function than the function performed by Heery personnel - construction managers -
assigned to help oversee construction contracts.

By joining the project team during design, the CM/GC firm can collaborate with the design team
on the development of the design and the preparation of the design documents. The interaction
allows for improving constructability and for conducting value engineering reviews. (In general,
value engineering is a process whereby alternative contraction methods or systems can be
considered weighing value in terms of performance and cost). The CM/GC firm also provides
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assistance with material selection, scheduling, estimating, and other related service during
design. The CM/GC firm performs these services during the first part of the design process
based on a preconstruction fee. These services are, in part, the function described as
Construction Manager.

Once the design has progressed to an acceptable level, the CM/GC firm typically submits a
guaranteed maximum price (GMP) for the project to the owner. In the case of FHS and RHS, the
development of the GMP is anticipated to occur at about 80% completion of the design
development documents. The GMP is the CM/GC’s commitment to the maximum price for the
Cost of the Work, the Contractor’s fee, and any contingencies and allowances the CM/GC may
carry. The price guarantee given by the CM/GC firm places the firm “at risk” and gives incentive
to the firm to ensure a successful project for the owner. After agreement on a GMP is reached,
and design is completed to a successful point, the CM/GC firm undertakes the construction of
the facility. The construction piece is the General Contractor component of CM/GC. The CM role
continues throughout the project as an adjunct to the GC role. Performance and payment bonds
for the full value of the GMP are provided by the CM/GC to the owner. The CM/GC firm
procures subcontracts through competitive selection processes (governed by the new statutory
provisions and the contract between the owner and the CM/GC). Typically, the work is bid in
multiple bid packages, and may be phased, so that initial work can be procured and started
while additional design work is still proceeding on finish details for the building. General
conditions work, along with minor “pick-up” work, is typically self-performed by the CM/GC firm.
In some cases, the CM/GC firm may be allowed to self-perform portions of the trade work by
competitively bidding for the work in competition with trade contractors.

The CM/GC process has the added benefit that the owner, architect, and CM/GC, tend to work
as a collaborative and collegial team to produce the best product for the owner. The CM/GC
process is repeatedly used by public agencies for large complex projects because it has been
successful, typically resulting in project completion on time, under budget, at a high degree of
quality. Project savings (meaning the difference between the GMP and actual eligible
expenses) accrue entirely to the owner.

Although CM/GC is an excellent process when used correctly for the right choice of project
(large, complex, challenging budgets, time constrained) it is not the best choice for all projects.
Although 80% of public improvement projects by dollar amount are procured by CM/GC, 80% of
projects by number alone are procured by the traditional design-bid-build methodology.
Smaller, straightforward projects generally do not warrant nor can they afford the
preconstruction costs associated with the CM/GC methodology. There is no industry standard
or statutory provision proscribing what size project warrants consideration of use of CM/GC.
Rather, each project, or in some cases, class of similar projects, must be evaluated to assess
whether CM/GC is an appropriate choice and whether the statutory findings can be adequately
addressed.

CM/GC is a complex process to manage. In fact, the new statutory provisions require the public
agency to consider whether it has adequate expertise available to effectively coordinate and
manage the process. We note that several key managers and staff at OSM have had prior
experience using the CM/GC process or its equivalent, GC/CM in Washington.

History of CM/GC in Oregon

CM/GC has been a successful procurement method used by the private sector construction
industry for many years. CM/GC, as a public procurement process, has been used within the
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State of Oregon since the mid 1980's. Oregon was one of the nation-wide leaders in this
alternative contracting methodology. (See “A New Fast Track for Public Works,” Civil
Engineering Magazine, February 1992). Washington State observing the success that Oregon
was having with CM/GC, in particular for large and complex projects, implemented its own
version of CM/GC (called GC/CM) in 1991.

Although only a handful of public improvement contracts in Oregon were procured by CM/GC
through the 1980's, by circa 2005, according to a study performed by the Associated General
Contractors of Oregon, approximately 80% of public improvement contracts, by dollar amount,
were procured by the CM/GC methodology. For vertical construction projects (meaning
buildings rather than roads), this generally applied to large and complex projects including, but
not limited to: high schools, college buildings, major sports stadiums and arenas, corrections
institutions, large institutional buildings, and the like. The CM/GC process has been used by
multiple school districts around the state, including Beaverton, Hillsboro, Parkrose, Bend,
Redmond, Eugene, Crook County, Silverton, Grants Pass, Riverdale, etc. It has been used by
multiple agencies in the Portland area including Multhomah County, Clackamas County,
Washington County, the State of Oregon, the City of Portland, and Tri Met.

In 2002 an ad-hoc group of industry professional from multiple public agencies, contractors,
architects and project managers, called the Public Contracting Coalition (PCC), collaborated
with the Associated General Contractors of Oregon and the Department of Construction
Engineering Management at Oregon State University, to write the Oregon PCC Guide to
CM/GC Construction, which remains an industry standard.

The PCC Guide states the following:

Public agencies have traditionally employed the design-bid-build method of project
delivery for the construction of public projects. While this contracting method has led to
the successful procurement and delivery of many public improvements, public agencies
have increasingly desired and chosen alternative contracting methods that provide
opportunities for success which are not available through the traditional design-bid-build
process. Alternative contracting methods are often chosen for projects that contain
special characteristics or when project conditions make the design-bid-build contracting
method less desirable. Circumstances upon which the decision to use an alternative
contracting method are based, have typically included: limited project delivery time,
unusual project technical complexity requiring specialized knowledge or skills,
complicated project phasing, substantial work coordination issues, and limited project
budget.

... Projects may be considered exempt form (the low bid requirement of the statute) ... if
specified criteria are met. Consequently, in order to employ an alternative contracting
method ... public agencies must justify its use by showing specified exemption criteria
are met on the project.
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Project Name

Franklin HS Modernization
Grant HS Modernization
Roosevelt HS Modernization
Faubion Replacement
Improvement Project 2013
Improvement Project 2014
Improvement Project 2015
Improvement Project 2016
Improvement Project 2017
Improvement Project 2018
Master Planning - Benson HS
Master Planning - Cleveland HS
Master Planning - Jefferson HS
Master Planning - Lincoln HS
Master Planning - Madison HS
Master Planning - Wilson HS
Swing Sites & Transportation
Marshall Swing Site - Bond 2012
Educational Specification

Debt Repayment

2012 Bond Program

Source: OSM e-Builder

Original Budget

81,585,655
88,336,829
68,418,695
27,035,537
9,467,471
13,620,121
13,521,066
15,274,437
6,796,707
9,062,119
191,667
191,667
191,667
191,667
191,667
191,667
9,550,000
0

0
45,000,000
93,181,361
482,000,000

School Bond Construction Program

APPENDIX B

SCHOOL BUILDING BOND CONSRUCTION PROGRAM

PROGRAM/PROJECT COST SUMMARY

Approved Budget
Changes
9,577,503
(9,229,053)
13,824,059
(389,657)
3,595,366
2,528,649
(604,060)
(8,092,470)
6,430,625
(1,379,167)
(30,000)
(30,000)
(30,000)
(30,000)
(30,000)
(30,000)
(3,120,000)
2,500,000
300,000

0
1,346,102
17,107,896

MARCH 1, 2014

Current Budget

91,163,158
79,107,776
82,242,754
26,645,880
13,062,837
15,737,734
13,328,042
7,181,967
13,227,332
7,682,952
161,667
161,667
161,667
161,667
161,667
161,667
6,430,000
2,500,000
300,000
45,000,000
94,527,463
499,107,896

B-1

Estimate At
Completion
82,046,842
67,241,610
74,026,637
24,956,370
11,930,613
13,861,057
11,328,836
6,104,672
11,243,232
6,530,509
161,667
161,667
161,667
161,667
161,667
161,667
6,430,000
3,567,550
253,320
45,000,000
69,596,854
435,088,104

Forecasted % forecasted

Over/(Under) Actuals Approved umj;er . _—

(9,116,316) 629,290 10.0%

(11,866,166) 0 15.0%

(8,216,117) 412,879 10.0%

(1,689,510) 818,758 6.3%

(1,132,224) 11,930,613 8.7%

(1,876,677) 891,854 11.9%

(1,999,206) 0 15.0%

(1,077,295) 0 15.0%

(1,984,100) 0 15.0%

(1,152,443) 0 15.0%

0 0 0.0%

0 0 0.0%

0 0 0.0%

0 0 0.0%

0 0 0.0%

0 0 0.0%

0 0 0.0%

1,067,550 14,167 -42.7%

(46,680) 223,850 15.6%

0 45,000,000 0.0%

(24,930,609) 3,372,586 26.4%

(64,019,793) 63,293,996 12.8%
June 2014
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APPENDIX C

EXECUTIVE SUMMARY
PPS FACILITIES VISION STATEMENT

Portland Public Schools seeks to be the best urban school district in
this country. In the 21st century, learning takes place everywhere, all
the time, and buildings play a critical supporting role in ensuring all of
our students emerge as lifelong learners ready for the world that awaits
them. We seek to create learning environments that nurture, inspire
and challenge all students, regardless of race or class. We aspire to
provide safe, healthy, joyful, beautiful, sustainable and accessible
school environments that foster productive relationships year-round
for all children, families, staff and their communities. We promote
public confidence through strategic engagement and investments that
support student achievement and reduce operating costs.

This statement articulates Portland Public Schools vision for the role school buildings have in

our community. The vision and key themes presented in this document summarize a series

of targeted community-based activities conducted to ensure that as PPS moves forward with

its significant school building modernization effort, the work ultimately reflects the values and
priorities of the PPS communities and constituencies it serves, and to ensure that all PPS students
leaving their K-12 experience, regardless of race or class, will be ready for the 21st Century world
that awaits them.

The various community involvement efforts beginning in 2007 and running up to the successful
passage of the Capital Bond in the Fall of 2012, served to engage a diverse cross-section of

the community and to identify goals and priorities that have been consistent over time. Taken
together, they provided a broad and rich foundation for launching a community-wide Facilities
Visioning Process intended to identify the key themes, ideas and characteristics all PPS Facilities
should have as they are modernized, remodeled or replaced in support of educational goals.

The Facilities Visioning Process also provided an opportunity to reinforce significant School
District educational goals including improvement of overall district academic performance while
eliminating the predictability of disciplinary referrals and academic performance based on race --
which means we must close the achievement/opportunity gap.

Improving overall district academic performance while closing the achievement gap is pivotal to all
students being fully prepared to contribute, collaborate and compete in our increasingly diverse
community, country and global economies.

Therefore, as PPS begins to modernize, remodel and/or replace its schools its Facilities Vision
must align with the educational priorities of the district. As articulated throughout this document,
the community conversations' key themes and characteristics emerged repeatedly on how
modernizing schools can help accomplish these tasks and fulfill the Facilities Vision. These
themes begin on page 14 and articulate desired outcomes in the areas of teaching and learning,
learning environments, school and community, and wrap around and facilities support.

School facilities in Portland Public Schools will provide the opportunity and inspiration to
passionately pursue learning at any age; honor and exhibit the achievements of all students; and
provide users of all needs, abilities, and backgrounds with vibrant, comfortable, healthy learning
environments that bring the world of resources to the classroom.
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Human Resources
501 N Dixon Street « Portland, OR 97227
503-916-3544 « Fax: 503-916-3107

Www.pps.net

MEMORANDUM
TO: BOARD OF DIRECTORS
FROM: SEAN L MURRAY, CHIEF HUMAN RESOURCES OFFICER

SUBJECT: TENTATIVE AGREEMENT - PFSP
2014 - 2017 COLLECTIVE BARGAINING AGREEMENT

DATE: JUNE 16, 2014
CC: CAROLE SMITH, SUPERINTENDENT

Portland Public Schools and the Portland Federation of School Professionals (PFSP) have reached a
tentative agreement to amend and replace the current contract with a new three year Agreement. The
substantive terms of that Agreement are outlined below.

1. Duration
3 year agreement (July 1, 2014 — June 30, 2017) expiring June 30, 2017
2. Wages
a. Effective 7/1/2014 — Step, 1.5% wage increase (replaces 1.0% increase in current
agreement)

b. Effective 7/1/2015 — Step, 1.5% wage increase

c. Effective 7/1/2016 — Step, 1.5% wage increase

d. Market-based adjustment for Educational Assistants
3. Insurance

a. Effective 2/1/2015 — increase employer contribution to insurance by 8% to $1,162 per
full-time member per month (replaces increase to $1,126 in current agreement on
October 1, 2014)

b. Effective 2/1/2016 — increase employer contribution to insurance by 8% to $1,255 per
full-time member per month

c. Effective 2/1/2017 — increase employer contribution to insurance by 8% to $1,355 per
full-time member per month

This tentative agreement is presented to the Board with a recommendation to approve.

Thank you.

HUMAN RESOURCES MISSION: Human Resources Partners With District Leadership To Recruit, Develop, And Support
A Culturally Diverse Workforce Dedicated To The Highest Standards Of Equity And Achievement That Creates An
Environment Of Empowerment And Success For Our Students, Employees, And The Communities We Serve.
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SUBJECT: Amendment #3 to PPS 2013/14 Budget

BRIEF SUMMARY AND RECOMMENDATION
The Board is asked to amend the fiscal year 2013/14 budget.

BACKGROUND

School districts are allowed, and sometimes required, by law (ORS 294.471) to amend the
budget during the fiscal year. The District has experienced changes in its financial position that
require updating the budget to better reflect the current status.

e On June 17, 2013 the Board, by way of Resolution No. 4775, voted to adopt an annual
budget for the Fiscal Year 2013/14 as required under Local Budget Law.

e On January 27, 2014 the Board, by way of Resolution No. 4864, amended the Fiscal Year
2013/14 budget.

e On April 23, 2014 the Board, by way of Resolution No. 4905, amended the Fiscal Year
2013/14 budget for a second time.

Each spring, the Finance Department conducts a review process whereby the current budget is
reviewed and compared to the actual activities the district has engaged in and prepares an
amended budget accordingly. This budget amendment is the result of that process.

Increases in expenditures for Fund 307 (IT Projects Debt Service Fund), Fund 309 (SELP Debt
Service Fund), Fund 435 (Energy Efficient Schools Fund), Fund 445 (Capital Asset Renewal
Fund) are changed by more than 10% from Amendment #2, and as such require inclusion in a
public hearing to be held by the Board prior to amending the budget, as covered by ORS
294.471.

RELATED POLICIES / BOARD GOALS AND PRIORITIES
This amendment is necessary to ensure effective financial management of the District’'s
programs and priorities and to remain in compliance with State statute. Specifically, the District
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is required to ensure legal appropriation of expenditures by program area as defined in the State
Chart of Accounts.

PROCESS / COMMUNITY ENGAGEMENT

These changes represent relatively minor amendments to the current fiscal year budget.
They are all in alignment with the overall direction set for 2013/14. Given that in four of the
funds there is a change of more than 10% in the total expenditures in that fund, a public
hearing is required and the appropriate notice was published. No additional public process or
community engagement was undertaken.

ALIGNMENT WITH EQUITY POLICY IMPLEMENTATION PLAN
This amendment makes no change to the alignment of the 2013/14 budget with the PPS equity
policy implementation plan.

BUDGET / RESOURCE IMPLICATIONS
The changes by appropriation level are detailed in Attachment A to the Resolution

General Fund (Fund 101):
Instruction is modestly lower ($50,000) because of reallocation of some expenditures to
Enterprise & Community Services.

Support Services is reduced ($673,440) largely because of expenditures related to activity in
Facilities and IT, originally planned and budgeted to take place before June 30, 2014, that
have been delayed until after July 1. This budget action represents the carry-over of this
activity and budget into next fiscal year. The 2013/14 budget is reduced and the 2014/15
budget increased. The 2014/15 budget action is included in the budget adoption that will also
be considered by the board on June 23, 2014.

Enterprise & Community Services is increased ($95,668) to ensure sufficient appropriation to
cover expenditures for community services, which includes family engagement staff and
community agents.

Debt Service & Transfers Out is increased ($1,605,776). There are two changes in this
category. We are paying off two borrowings because we are ending the year with ending fund
balance in line with the original budget. $489,972 will be transferred to Fund 307 to cover a
loan from MESD that was used to fund upfront costs for Synergy — the new student
information system; $115,804 will be transferred to Fund 309 to pay off a loan from the
Oregon Department of Energy Small Scale Energy Loan program. There is also an increase
of $1 million, which is budget for a possible transfer to Fund 350. This transfer would have
been made to cover a shortfall in property tax receipts in the capital bond debt service fund,
as reviewed with the Board on May 19, 2014. Subsequent to locking the budget system and
“balancing the books” we have received the June 15 payment of property taxes. It was
sufficient that this transfer will not be necessary.

Budgeted Contingency is reduced ($978,004) as a consequence of all these changes,
although the real impact of these changes on ending fund balance, once the final statements
are closed, will be negligible because the $1 million transfer to Fund 350 will not be made.
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Cafeteria Fund (Fund 202):

Revenues, expenditures and ending fund balance are trued up to reflect estimated year-end
figures. The net result of changes is that this fund is budgeted to have an ending fund balance
of $2.7 million carried over into 2014/15.

Grants Fund (Fund 205):
The appropriations for Instruction (reduced by $1,500,000) and Enterprise & Community

Services (increased by $1,500,000) are changes to true up these amounts in light of actual
expenditures under a number of grants (including school improvement grants, the federal grants
for Head Start and special education). The original budget was based upon estimates of the
allocation among appropriation categories, which are now revised as the plans have evolved
over the course of the year. This fund does not revise budgets at fall balancing so this is the only
amendment during the year.

PERS Rate Stabilization Fund (Fund 225):
The only changes in this fund are a small improvement in the budgeted interest earnings and a
corresponding increase in the ending fund balance.

IT Projects Debt Service Fund (Fund 307):
The changes to this fund reflect the increased transfer from the general fund and the
corresponding debt service payment to pay off the MESD Synergy loan mentioned earlier.

SELP Debt Service Fund (Fund 309):
The changes to this fund reflect the increased transfer from the general fund and the
corresponding debt service payment to pay off the ODE SELP loan mentioned earlier.

GO Bond Debt Service Fund (Fund 350):

The only changes to this fund budget reflect the possible $1 million transfer from the general
fund mentioned earlier, which would only have been needed to offset lower than expected
property tax receipts. These receipts have subsequently been confirmed as originally budgeted
and this transfer will not take place.

Construction Excise Fund (Fund 404):
The budget for this fund is increased by $818,695 reflecting the final settlement of insurance
claims for the Marysville fire which were received this year.

IT Systems Project Fund (Fund 407):

The budget for this fund is increased by $187,673 largely as a result of Priority 2 e-Rate
reimbursement revenue. The timing and receipt of this revenue is unpredictable enough that we
do not budget for its receipt.

Enerqy Efficient Schools Fund (Fund 435) / Facilities Capital Fund (Fund 438):

The budget for Fund 435 is reduced by $360,638 and for Fund 438 is increased by the same
amount reflecting a reallocation of funds received under state energy reimbursement
programs.

Capital Asset Renewal Fund (Fund 445):
The budget for this fund is increased to reflect the proceeds from the sale of the former
Washington High School, which closed earlier this year.

GO Bond Fund (Fund 450):
The budget for this fund is increased to reflect higher than forecast interest earnings.
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NEXT STEPS / TIMELINE / COMMUNICATION PLAN
Stalff will process the amendment before June 30 to ensure compliance for the fiscal year end.

ATTACHMENTS
A. Resolution — Amendment No. 3 to the 2013/14 Budget for School District No. 1J, Multnomah
County, Oregon
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RESOLUTION No. XXXX

Amendment No. 3 to the 2013/14 Budget for School District No. 1J,
Multnomah County, Oregon

RECITALS

A. On June 17, 2013 the Board, by way of Resolution No. 4775, voted to adopt an annual budget for
the Fiscal Year 2013/14 as required under Local Budget Law.

B. Board Policy 8.10.030-AD, “Budget Reallocations — Post Budget Adoption,” establishes the
guidelines to ensure consistent and detailled communication on fiscal issues between the
Superintendent and the Board of Education (“Board”).

C. Oregon Local Budget Law, ORS 294.471, allows budget changes after adoption under prescribed
guidelines.

D. On January 27, 2014, by way of Resolution No. 4864, the Board amended the FY 2013/14
budget.

E. On April 21, 2014, by way of Resolution No. 4905, the Board amended the FY 2013/14 budget for

a second time.

F. This Amendment No. 3 further revises the FY 2013/2014 Adopted Budget under ORS 294.471
guidelines, which state the budget may be amended at a regular meeting of the governing body.

G. Amendment No. 3 adjusts program allocations for funds to more accurately reflect intended
expenditures.

H. Expenditures in four funds (307 IT Projects Debt Service Fund, 309 SELP Debt Service Fund,
435 Energy Efficient Schools Fund and 445 Capital Asset Renewal Fund) will be changed by
more than 10% under this amendment. Local budget law requires a public hearing on these
changes.

RESOLUTION

1. Having held a public hearing on this amendment as required under local budget law, the Board
hereby amends budgeted expenditure appropriation levels as summarized by Fund and Appropriation
Level in Attachment A for the fiscal year beginning July 1, 2013.

D. Wynde



ATTACHMENT “A” TO RESOLUTION No. XXXX

Amendment 3 for the 2013/14 Budget

Schedule of Changes in Appropriations and Other Balances

Adopted Amendment | Amendment This Amendment
Fund 101 - General Fund
Budget # #2 Amendment #3
Resources
Beginning Fund Balance 21,162,140 37,457,015 37,457,015 - 37,457,015
Local Sources 263,159,300 268,359,300 268,359,300 - 268,359,300
Intermediate Sources 12,457,017 12,457,017 12,457,017 - 12,457,017
State Sources 188,782,292 188,782,292 188,782,292 - 188,782,292
Federal Sources - - - - -
Other Sources 2,000,000 100,000 100,000 - 100,000
Total 487,560,749 | 507,155,624 | 507,155,624 | - | 507,155,624
Requirements

Instruction 278,962,739 276,810,622 276,810,622 (50,000) 276,760,622
Support Services 181,866,916 185,990,098 185,990,098 (673,440) 185,316,658
Enterprise & Community Services 1,640,220 1,699,784 1,699,784 95,668 1,795,452
Facilities Acquisiion & Construction - - - - -
Debt Service & Transfers Out 4,906,785 8,421,744 8,421,744 1,605,776 10,027,520
Contingency 20,184,089 34,233,376 34,233,376 (978,004) 33,255,372
Ending Fund Balance - - - - -
Total 487,560,749 507,155,624 | 507,155,624 | - | 507,155,624
Fund 202 - Cafeteria Fund Adopted Amendment | Amendment This Amendment

Budget # #2 Amendment #3

Resources
Beginning Fund Balance 3,541,721 4,516,692 4,516,692 - 4,516,692
Local Sources 3,663,211 3,663,211 3,663,211 41,500 3,704,711
Intermediate Sources - - - - -
State Sources 216,543 324,355 324,355 - 324,355
Federal Sources 13,261,905 13,212,268 13,212,268 145,844 13,358,112
Other Sources - - - - -
Total 20,683,380 21,716,526 | 21,716,526 187,344 | 21,903,870
Requirements

Instruction - -
Support Services - - - - -
Enterprise & Community Services 18,685,858 19,719,004 19,719,004 (529,900) 19,189,104
Faciliies Acquisifion & Construction - -
Debt Service & Transfers Out - -
Contingency - - - - -
Ending Fund Balance 1,997,522 1,997,522 1,997,522 717,244 2,714,766
Total 20,683,380 21,716,526 | 21,716,526 187,344 | 21,903,870




Adopted Amendment | Amendment This Amendment
Fund 205 - Grants Fund
Budget # #2 Amendment #3
Resources
Beginning Fund Balance - - - - -
Local Sources 1,884,377 1,884,377 1,884,377 - 1,884,377
Intermediate Sources - - - - -
State Sources 16,536,346 16,536,346 16,536,346 - 16,536,346
Federal Sources 46,675,731 46,675,731 46,675,731 - 46,675,731
Other Sources - - - - -
Total 65,096,454 65,096,454 | 65,096,454 | - | 65,096,454
Requirements

Instruction 37,105,815 37,105,815 37,105,815  (1,500,000) 35,605,815
Support Services 26,007,073 26,007,073 26,007,073 - 26,007,073
Enterprise & Community Services 1,983,566 1,983,566 1,983,566 1,500,000 3,483,566
Faciliies Acquisiion & Construction - - -
Debt Service & Transfers Out - - -
Contingency - - -
Ending Fund Balance - - - - -
Total 65,096,454 65,096,454 | 65,096,454 -| 65,096,454
Fund 225 - PERS Rate Stabilization Reserve Fund Adopted Amendment | Amendment This Amendment

Budget # #2 Amendment #3

Resources
Beginning Fund Balance 13,574,383 15,476,100 15,476,100 - 15,476,100
Local Sources 195,200 195,200 195,200 60,000 255,200
Intermediate Sources - - -
State Sources - - -
Federal Sources - - -
Other Sources - - - - -
Total 13,769,583 15,671,300 [ 15,671,300 60,000 [ 15,731,300
Requirements

Instruction - - -
Support Services - - -
Enterprise & Community Services - - -
Faciliies Acquisition & Construction - - -
Debt Service & Transfers Out 1,900,000 - -
Contingency - - - - -
Ending Fund Balance 11,869,583 15,671,300 15,671,300 60,000 15,731,300
Total 13,769,583 15,671,300 [ 15,671,300 60,000 [ 15,731,300




Fund 307 - IT Projects Debt Service Fund Adopted Amendment | Amendment This Amendment
Budget # #2 Amendment #3
Resources
Beginning Fund Balance
Local Sources
Intermediate Sources
State Sources
Federal Sources - - - - -
Other Sources 1,587,362 1,587,362 1,587,362 489,972 2,077,334
Total 1,587,362 1,587,362 1,587,362 489,972 2,077,334
Requirements
Instruction
Support Services
Enterprise & Community Services
Faciliies Acquisiion & Construction - - - - -
Debt Service & Transfers Out 1,587,362 1,587,362 1,587,362 489,972 2,077,334
Contingency
Ending Fund Balance - - - - -
Total 1,587,362 1,587,362 1,587,362 489,972 2,077,334
. Adopted Amendment | Amendment This Amendment
Fund 309 -SELP Debt Service Fund Budget # “ Amendment “
Resources
Beginning Fund Balance
Local Sources
Intermediate Sources
State Sources
Federal Sources - - - - -
Other Sources 76,284 76,285 76,285 115,804 192,089
Total 76,284 76,285 76,285 115,804 192,089
Requirements
Instruction
Support Services
Enterprise & Community Services
Faciliies Acquisition & Construction - - - - -
Debt Service & Transfers Out 76,284 76,285 76,285 115,804 192,089
Contingency
Ending Fund Balance - - - - -
Total 76,284 76,285 76,285 115,804 192,089




Fund 350 - GO Bonds Debt Service Fund Adopted Amendment | Amendment This Amendment
Budget # #2 Amendment #3
Resources
Beginning Fund Balance - - - - -
Local Sources 43,262,232 43,262,232 43,262,232 (1,000,000) 42,262,232
Intermediate Sources - -
State Sources - -
Federal Sources - -
Other Sources 1,000,000 1,000,000
Total 43,262,232 43,262,232 | 43,262,232 -| 43,262,232
Requirements
Instruction - -
Support Services - -
Enterprise & Community Services - -
Faciliies Acquisiion & Construction - - - - -
Debt Service & Transfers Out 43,262,232 43,262,232 43,262,232 - 43,262,232
Contingency - -
Ending Fund Balance - - - - -
Total 43,262,232 43,262,232 | 43,262,232 -| 43,262,232
Fund 404 - Construction Excise Fund Adopted Amendment | Amendment This Amendment
Budget # #2 Amendment #3
Resources
Beginning Fund Balance 7,472,033 8,572,292 8,572,292 - 8,572,292
Local Sources 1,611,000 3,011,000 3,011,000 818,695 3,829,695
Intermediate Sources - -
State Sources - -
Federal Sources - -
Other Sources - - - - -
Total 9,083,033 11,583,292 [ 11,583,292 818,695 | 12,401,987
Requirements
Instruction - -
Support Services - -
Enterprise & Community Services - - - - -
Facilies Acquisition & Construction 9,083,033 11,583,292 11,583,292 818,695 12,401,987
Debt Service & Transfers Out - -
Contingency - -
Ending Fund Balance - - - - -
Total 9,083,033 11,583,292 | 11,583,292 818,695 | 12,401,987




Fund 407 - IT Systems Project Fund Adopted Amendment | Amendment This Amendment
Budget # #2 Amendment #3
Resources
Beginning Fund Balance 759,805 969,032 969,032 - 969,032
Local Sources 500 375,522 375,522 187,673 563,195
Intermediate Sources - - -
State Sources - - -
Federal Sources - - - - -
Other Sources - 3,500,000 3,500,000 - 3,500,000
Total 760,305 4,844,554 | 4,844,554 187,673 5,032,227
Requirements
Instruction - - - - -
Support Services 660,351 4,568,382 4,568,382 187,673 4,756,055
Enterprise & Community Services - - -
Faciliies Acquisiion & Construction - - -
Debt Service & Transfers Out - - - - -
Contingency 99,954 276,172 276,172 - 276,172
Ending Fund Balance - - - - -
Total 760,305 4,844,554 | 4,844,554 187,673 5,032,227
. Adopted Amendment | Amendment This Amendment
Fund 435 - Energy Efficient Schools Fund Budget # 0 Amendiment “
Resources
Beginning Fund Balance 577,791 891,439 891,439 - 891,439
Local Sources 856,336 1,070,503 1,070,503 (360,638) 709,865
Intermediate Sources - - -
State Sources - - -
Federal Sources - - -
Other Sources - - - - -
Total 1,434,127 1,961,942 1,961,942 | (360,638)| 1,601,304
Requirements

Instruction - - -
Support Services - - -
Enterprise & Community Services - - - - -
Faciliies Acquisiion & Construction 1,434,127 1,961,942 1,961,942 (360,638) 1,601,304
Debt Service & Transfers Out - - -
Contingency - - -
Ending Fund Balance - - - - -
Total 1,434,127 1,961,942 1,961,942 | (360,638)| 1,601,304




_ . . Adopted Amendment | Amendment This Amendment
Fund 438 - Facilities Capital Project Fund
Budget # #2 Amendment #3
Resources

Beginning Fund Balance 3,898,931 5,908,524 5,908,524 - 5,908,524
Local Sources 3,000 163,000 163,000 360,638 523,638
Intermediate Sources - - - - -
State Sources 1,300,000 1,300,000 1,300,000 - 1,300,000
Federal Sources - - - - -
Other Sources 681,024 681,024 681,024 - 681,024
Total 5,882,955 8,052,548 8,052,548 360,638 8,413,186

Requirements
Instruction - - - -
Support Services - 1,500 - 1,500
Enterprise & Community Services - - - - -
Facilities Acquisiion & Construction 5,882,955 8,052,548 8,051,048 360,638 8,411,686
Debt Service & Transfers Out - - -
Contingency - - -
Ending Fund Balance - - - - -
Total 5,882,955 8,052,548 8,052,548 360,638 8,413,186
. Adopted Amendment | Amendment This Amendment

Fund 445 - Capital Asset Renewal Fund
Budget # #2 Amendment #3
Resources

Beginning Fund Balance 116,831 206,897 206,897 - 206,897
Local Sources 52,200 52,200 52,200 - 52,200
Intermediate Sources - - -
State Sources - - -
Federal Sources - - -
Other Sources - - - 1,993,185 1,993,185
Total 169,031 259,097 259,097 1,993,185 2,252,282

Requirements
Instruction - - -
Support Services - - -
Enterprise & Community Services - - - - -
Faciliies Acquisiion & Construction 169,031 259,097 259,097 1,993,185 2,252,282
Debt Service & Transfers Out - - -
Contingency - - -
Ending Fund Balance - - - - -
Total 169,031 259,097 259,097 1,993,185 2,252,282




Fund 450 - GO Bond Fund Adopted Amendment | Amendment This Amendment
Budget # #2 Amendment #3
Resources
Beginning Fund Balance 103,592,062 109,235,424 109,235,424 - 109,235,424
Local Sources 28,000 28,000 28,000 220,000 248,000
Intermediate Sources - -
State Sources - -
Federal Sources - -
Other Sources - - - - -
Total 103,620,062 109,263,424 | 109,263,424 220,000 | 109,483,424
Requirements

Instruction - - -
Support Services 148,500 - 148,500
Enterprise & Community Services - - - - -
Faciliies Acquisiion & Construction 36,304,899 38,899,570 38,751,070 - 38,751,070
Debt Service & Transfers Out - - - - -
Contingency 67,315,163 70,363,854 70,363,854 220,000 70,583,854
Ending Fund Balance - - - - -
Total 103,620,062 109,263,424 | 109,263,424 220,000 | 109,483,424
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SUBJECT: Adoption of 2014/15 Budget and Imposition of Taxes

BRIEF SUMMARY AND RECOMMENDATION
The Board is asked to complete the actions necessary to legally impose property taxes for the
upcoming fiscal year 2014/15 and to adopt the budget for the fiscal year 2014/15.

BACKGROUND

Under ORS 294.428, local budget law, jurisdictions are required to adopt the future fiscal year
budget by June 30 of the current fiscal year. In addition, by these actions the governing board
will also impose the appropriate property taxes and determine appropriation levels within the
budget.

On March 31, 2014 the Superintendent proposed a budget for Portland Public Schools for the
2014/15 fiscal year and delivered her budget message to the board and to the community.

On May 19, 2014, the Board — acting as the budget committee — approved the 2014/15 budget
and imposed taxes by passage of Resolution no. 4918.

Upon approval the budget was submitted to the Tax Supervising Conservation Commission
(TSCC) for review and approval. The TSCC is required to hold a public hearing on the approved
budget. This hearing is scheduled for June 23, 2014, immediately preceding the board meeting.

There are minimal changes in the adopted budget compared to the budget approved by the
board, sitting as the budget committee.

General Fund (Fund 101):

This budget is increased by $627,772, primarily reflecting the carry-over of expenditures from
2013-14. Debt service and transfers are reduced by $89,000. This reflects the fact that we no
longer need to make transfers for debt payments on the two loans paid off at the end of 2013/14
(a reduction of $240,000). This is partially offset by an increased transfer associated with the
carryover of funds from 2013/14 for Facilities which will be used for the Clarendon Roof Project.
These carryover dollars are being transferred to Fund 438.
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The impact of this reduction to the total budget is offset by higher expenditures based upon
costs associated with ratification of new contracts with several employee groups. Contingency in
the general fund is $21,151,210, which is $28,000 higher than in the approved budget.
Uncommitted contingency is 3.9% of total expenditures in this adopted budget.

RELATED POLICIES / BOARD GOALS AND PRIORITIES

An adopted budget is necessary to ensure effective financial management of the district’s
programs and priorities, and to remain in compliance with state budget law. Specifically, the
District is required to ensure legal appropriation of expenditures by program area, as defined in
the state chart of accounts.

PROCESS / COMMUNITY ENGAGEMENT
There has been substantial public and community engagement in the budget process this year.

Staff held listening sessions and worked on sustained processes with deep community
engagement that included numerous meetings with community partners and interested
stakeholders throughout the year. For example, the expansion of dual language immersion as
an instructional strategy was the result of a robust community engagement process. And the
High School Action Team was a multi-stakeholder team that has been working together since
last spring developing recommendations that informed this budget process.

During the process of budget development the superintendent and her staff held a number of
meetings with stakeholder partners on budget priorities this past winter including the Coalition of
Communities of Color, the Superintendent’'s Student Advisory Committee, the Achievement
Compact Advisory Committee, the District Employee Leadership Stakeholder Team and the
Citizen Budget Review Committee.

The board heard presentations on a number of budget topics during the course of the year in
public board meetings and work sessions, including:

e September 16, 2013 on expansion of dual language immersion
December 2, 2013 on budget priorities

e January 21, 2014 on amendment to the 2013/14 budget and how those changes might be
sustained in the year to come; also the discussion of the 2014/15 forecast on that date
February 12, 2014 on college and career readiness

e March 3, 2014 on school staffing
March 10, 2014 on early learning and on athletics

The Superintendent presented a preview of her proposed budget and reviewed school staffing
plans on March 17, 2014 at a public meeting and then proposed her budget on March 31, 2014.

The Board, acting as the budget committee, held two public hearings — one of which was
conducted in both Spanish and English — prior to voting to approve the budget.

The Citizen Budget Review Committee (CBRC), composed of community representatives, met
beginning in October 2013, received presentations from PPS staff, and reviewed the proposed
budget and reported to the Board on its findings.
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ALIGNMENT WITH EQUITY POLICY IMPLEMENTATION PLAN

The Racial Education Equity policy states that “to achieve educational equity, PPS will provide
additional and differentiated resources to support the success of all students, including students
of color”.

There are a number of ways in which the budget for 2014/15 puts this differentiation of
resources into effect including:

e The equity component in school staffing allocations will continue at 8% for a second year.
PPS will distribute 4% of FTE based upon socio-economic status and 4% of FTE based upon
the number of historically underserved students.

e Expansion of dual-language immersion programs with an explicit focus on improving
outcomes for emerging bilingual students. Programs were added at James John and Sitton
(Spanish), King (Chinese), and Roseway Heights (Vietnamese).

e Adding staff in Translation and Interpretation Services — one for Spanish and one for Oromo.

e Increasing substitute teacher funds and staff capacity to oversee the school-based equity
work as we increase our ability to offer culturally responsive instruction to our students.

¢ Increasing support for higher percentages of historically underserved students by adding a
social worker in our alternative education program, expanding early learners services by
adding a new center at Clarendon, expanding support for AVID in the Madison and
Roosevelt clusters, and working in collaboration with our partners to ensure the continuation
of SUN programs at six schools in North and Northeast Portland.

¢ Funding for intentional recruitment strategies to increase the number of teachers of color
and to align with the goals of the Minority Teacher Act.

NEXT STEPS / TIMELINE / COMMUNICATION PLAN

Upon the vote by the Board, staff will complete and publish the budget document for 2014/15,
will file this document with all necessary authorities, will post the document on the PPS website,
and will communicate with county tax assessors to ensure that they have the information
necessary to levy taxes.

ATTACHMENTS
A. Resolution to Impose Taxes and Adoption of the FY 2014/15 Budget for School District
No. 1J, Multnomah County, Oregon
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RESOLUTION No. XXXX

Impose Taxes and Adoption of the FY 2014/15 Budget for School
District No. 1J, Multnomah County, Oregon

RECITALS

A. Oregon Local Budget Law, ORS 294.428, requires each legal jurisdiction’s Budget Committee
approve a budget and specify ad valorem property tax rate for all funds.

B. The Board of Education (“Board”) appointed a Citizen Budget Review Committee (“CBRC”) to review
the Proposed Budget and current year expenditures of the existing Local Option Levy. The CBRC acts
in an advisory capacity to the Board.

C. On May 12, 2014, the Budget Committee received testimony and a report on the current year Local
Option Levy expenditures, and testimony and budget recommendations from the CBRC.

D. On May 19, 2014, by way of Resolution No. 4918, and under the provisions of Oregon Local Budget
Law (ORS Ch. 294), the Budget Committee for School District No. 1J, Multhomah County, Oregon
(“District”), approved the FY 2014/15 budget and imposed taxes.

E. Oregon Local Budget Law, ORS 294.431, requires submission of the budget document to the Tax
Supervising Conservation Commission (“TSCC”) by May 15 of each year. Portland Public Schools
(“PPS”) applied for, and was granted an extension to this deadline, and submitted the PPS budget to
TSCC as required.

F. The TSCC held a public hearing on the Approved Budget on June 23, 2014.

G. ORS 457.010(4)(a)(D) provides the opportunity for a school district to exclude from urban renewal
divide-the-taxes that amount with a statutory rate limit on July 1, 2003, that is greater than $4.50 per
$1,000 of assessed value, to the extent that the rate limit was increased under section 11 (5)(d), Article
Xl of the Oregon Constitution and, property tax revenue from said increase is excluded from local
revenues, as that term is used in ORS Chapter 327, and provided that the school district notifies the
county assessor of the rate to be excluded for the current fiscal year not later than July 15.

H. Portland Public Schools has a statutory rate limit that in is in excess of the $4.50 limitation that includes
an increase under section 11 (5) (d), Article XI of the Oregon Constitution.

RESOLUTION

1. The District’'s Board of Education hereby adopts the budget for the fiscal year 2014/15, as
summarized in Attachment “A”, in the total amount of $880,120,133.

2. The Board appropriates for the fiscal year beginning July 1, 2014, the amounts
summarized by program in Attachment A to this resolution and as detailed in the budget
book, Adopted Budget, for the fiscal year 2014/15, School District 1J, Multnomah County,
Oregon.

3. The Board resolves that the District hereby imposes the taxes provided for in the adopted budget:

a. Atthe rate of $5.2781 per $1,000 of assessed value for operations;
b. At the rate of $1.9900 per $1,000 of assessed value for local option tax for operations;
c. Inthe amount of $47,906,755 for exempt bonds.

And that these taxes are hereby imposed and categorized for tax year 2014/15 upon the
assessed value of all taxable property within the district.



4. Taxes are hereby imposed and categorized as for tax year 2014/15 upon the taxable assessed value
of all taxable property in the District, as follows:

Education Limitation Excluded from Limitation
Permanent Rate Tax Levy $5.2781/$1,000 of assessed valuation
Local Option Rate Tax Levy $1.9900/$1,000 of assessed valuation
Bonded Debt Levy $47,906,755

5. The Board further resolves that $0.5038 per $1,000 of taxable assessed value of the permanent rate
tax levy noted above is excluded from division of tax calculations, as the Permanent Rate Tax Levy
attributable to the increase provided in section 11 (5)(d), Article XI of the Oregon Constitution (such
increase is a result of the expired Gap Tax Levy). The District will notify the county assessors that for
the 2014/15 fiscal year $0.5038 of the District’'s permanent tax rate levy is to be excluded from urban
division of tax calculations under the provisions of ORS 457.010(4)(a)(D).

D. Wynde/S. Bottomley



ATTACHMENT “A” TO RESOLUTION No. XXXX
FY 2014/15 Adopted Budget

Schedule of Appropriations

Enterprise &

Facilities

Fund Instruction Sup;?ort Community { Acquisition & | Debt Service : Transfers Out | Contingency Ending Fund Fund Total
Services i i Balance
Services Construction

Fund 101 304,391,929 200,679,551 1,815,169 - 6,834,433 21,151,209 - 534,872,291
Fund 201 8,818,532 - - 3,260,830 12,079,362
Fund 202 - 18,262,380 - 1,291,837 19,554,217
Fund 205 42,924,447 23,156,015 2,221,281 - - 68,301,743
Fund 225 - - 16,002,500 16,002,500
Fund 299 14,858,085 1,755,958 64,102 173,624 - - 16,851,769
Fund 307 - 2,707,874 - 2,707,874
Fund 308 - 39,799,326 - 39,799,326
Fund 320 - 1,303,621 - 1,303,621
Fund 350 - 45,033,350 - 45,033,350
Fund 404 - 13,743,029 - - 13,743,029
Fund 407 3,829,848 - 187,673 - 4,017,521
Fund 420 - 200,000 - - 200,000
Fund 435 - 1,598,553 - - 1,598,553
Fund 438 4,400 4,638,020 - - 4,642,420
Fund 445 - 2,477,582 - - 2,477,582
Fund 450 435,600 59,187,841 - 31,570,869 - 91,194,310
Fund 601 3,440,665 - 2,300,000 - 5,740,665

Total $ 370,992,993 | $ 233,302,037 ; $ 22,362,932 ; $ 82,018,649 $ 88,844,171 | $ 6,834,433 | § 55,209,751 | $ 20,555,167 | $ 880,120,133




Board of Education
Superintendent’s Recommendation to the Board

Board Meeting Date: Executive Committee Lead:

June 23, 2014 C.J. Sylvester, Chief of School Modernization
Department: Presenter/Staff Lead:

Office of School Modernization (OSM) Jim Owens, Executive Director, OSM

Michelle Platter — Project Director, OSM
Agenda Action: Resolution

SUBJECT: Roosevelt High School Full Modernization - Schematic Design Approval

BRIEF SUMMARY AND RECOMMENDATION

In accordance with the BOE Information Report — Bond Program 101 Presentation on
February 25", 2013, staff is proposing the Board accept the Roosevelt HS schematic
design.

Staff is proposing the district:
e Approve the schematic design for Roosevelt HS and allow staff to proceed into
full design of the project and construct the improvements per the 2012 School
Bond program

e The Board approves using approximately $1,021,000 of the reallocated $10
million from the bond program reserve to support the Roosevelt HS project.

BACKGROUND
On December 16™ 2013, the Board adopted Resolution No. 4852 approving the
preferred Master Plan for the Roosevelt High School Full Modernization.

This Master Plan was based on a draft of the Comprehensive High School Educational
Specification (Ed Spec) which had been modified, as part of Resolution No. 4840, to
provide larger program areas for all three comprehensive high schools within the 2012
Bond (Roosevelt, Grant, and Franklin). For Roosevelt High School, this change
increased the student capacity in common areas to 1,700 students and classrooms to
1,350 students.

In the implementation of this change, the 3 high school full modernization projects would
be designed and constructed for not to exceed $257 million prior to escalation, utilizing
$10 million in funds from the capital bond program reserve.

The Resolution further directed staff to master plan Roosevelt High School identifying a
subsequent phase to add future classrooms to bring total classroom capacity to the
common area capacity.

Reviewed and Approved by
Superintendent




On February 3, 2014, the Board approved Resolution No. 4871 “Adopting District
Education Specifications for Comprehensive High Schools.” This final and approved
Educational Specification:
e incorporated an Instructional Model utilizing Design Capacity to determine the
number of classrooms needed within High School Facilities; and
e was modified in its adoption to change the requirement for “... up to 6,000 s.f. of
Career Technical Education (CTE) space,” to “... a minimum of 6,000 s.f. of CTE
space.”

Since that time, Staff has been engaged in developing the Schematic Design for RHS to
further refine educational program elements, budgets and schedules. Through
extensive working sessions with RHS administrative staff and the project team, it has
been determined that the current RHS Master Schedule is based on a model that
utilizes teacher stations to determine the number of classrooms needed. In order to
retain this methodology and maintain a capacity of 1,350 students, the RHS program
requires an additional 10 classrooms over the Ed Spec program. These additional
classrooms are included in the current proposed Schematic Design.

On May 12, 2014, additional criteria were identified that would supplement the
classroom utilization metric of 100% that continues to be applied as identified in the
adopted Ed Spec.

These considerations include:
e students take an average of 7.6 credits /year (or 30.4 credits over high school
career)
e assuming increased teacher workforce resulting in reduced student:teacher ratio,
and
e to the maximum extent feasible:
o teachers work in no more than two classrooms
related subjects share classrooms
appropriate teacher planning periods are linked
additional variables for scheduling include unique equipment requirements
(e.g. science and art), full-time instructors, and part-time instructors.

O OO

As part of the resolution adopting the Franklin High School schematic design, the Board
requested that staff continue to explore opportunity for classroom space to meet these
criteria. Their impact on RHS would be an additional two classrooms.

Community input through the RHS Design Advisory Group meetings and Community
Workshops also indicated a preference for additional dedicated CTE space. This has
been addressed by the Project Team with the proposed Schematic Design for RHS now
including approximately 7,400 s.f. of dedicated CTE space.

The above changes notwithstanding, the current proposed Schematic Design continues
to be in alignment with the balance of provisions required by the Ed Spec program as
modified to meet the 1,700 student 1,350 classroom criteria.

Reviewed and Approved by
Superintendent




The changes noted have adversely impacted the Project Schedule and the work is
currently 110 days behind schedule. The Project Team is currently working to develop
a recovery schedule that is intended to allow the project to be completed on time.

Approval of the Schematic Design is required for the Project Team to proceed into
Design Development and is critical to deliver the project, on schedule, in September of
2017.

RELATED POLICIES / BOARD GOALS AND PRIORITIES
1. 8.80.010-P —High Performance Facility Design

2. Resolution No. 4608 (May 29, 2012) Resolution to Adopt the Superintendent’s
Recommended Update of the PPS Long Range Facilities Plan.

3. Board Resolution No. 4624 (July 9, 2012) Development of a General Obligation
Bond Ballot Measure and Explanatory Statement for the November 6, 2012
Election

4. Resolution No. 4800 (September 9, 2013) Resolution to Adopt the Educational
Facility Vision as part of the District-wide Educational Specifications.

5. Resolution No. 4840 (November 18, 2013) Resolution authorizing Franklin,
Grant and Roosevelt High School Full Modernization Building Capacities as Part
of the 2012 Capital Bond Program and Acknowledging Related Impact on the
Bond Program Reserve.

6. Resolution No. 4852 (December 16, 2013) Resolution Authorizing Roosevelt
High School Full Modernization Master Plan as Part of the 2012 Capital Bond
Program

7. Resolution No. 4871 (February 3) Resolution to Adopt District Education
Specifications for Comprehensive High Schools

PROCESS / COMMUNITY ENGAGEMENT

At the start of the Schematic Design process the preferred Master Plan was further
developed and, through extensive stakeholder and community interaction, concepts
were refined to develop a plan that addressed current deficiencies within the school,
embraced the need for flexibility in future learning environments and developed a school
facility that establishes itself as a unique hub to the community it serves.

Throughout the Schematic Design Phase, community engagement has occurred in the
following venues:

e DAG meetings. The purpose of the DAG was to encourage interaction
between a variety of stakeholders (teacher, student, parent, community
and business), provide input regarding the priorities to be addressed
within the Schematic design, and report on the work that was taking place
to their various constituencies. Meetings were held over a five month
period from January to June 2014.

Reviewed and Approved by
Superintendent




e Student Engagement. This was achieved through a variety of
opportunities including both small group and student body presentations.
These engagement opportunities included Staff, Design and Construction
Team participation in presentation and listening sessions.

e Community workshops. Two community Workshops occurred in the
Schematic Design process culminating in a Community Open House in
June 2014. W.ithin the workshops, the community was engaged in the
development of the proposed Schematic Design. The Open House
provided an opportunity for the public to comment on the final Schematic
Design that is being presented to the Board.

ALIGNMENT WITH EQUITY POLICY IMPLEMENTATION PLAN

Policy Goal A: "The District shall provide every student with equitable access to high
quality and culturally relevant...facilities even when this means differentiating resources
to accomplish this goal.”

Policy Goal F: "The District shall create welcoming environments that reflect and
support the racial and ethnic diversity of the student population and community. In
addition, the District will include other partners who have demonstrated culturally
specific expertise—including governmental agencies, non-profit organizations,
businesses, and the community in general—in meeting our educational outcomes.”

The Schematic Design offers flexibility in programming, incorporates the concepts of
Universal Design, provides opportunity for individuality in student learning styles, and
recognizes the ethnic cultural and social diversity of our students.

BUDGET / RESOURCE IMPLICATIONS

The overall budget for the Roosevelt High School Modernization Project, in accordance
with the 2012 Capital Bond Program was approximately $71M. As a part of Resolution
No. 4840, the Board revised the conceptual cost estimates for Franklin, Grant and
Roosevelt High Schools from $247M to $257M to accommodate required, additional
capacity. $10 Million from bond program reserve was identified to support this increase
across all three schools.

The portion of that bond program reserve funding that would be allocated to Roosevelt
High School is approximately $1,021,000.

NEXT STEPS / TIMELINE / COMMUNICATION PLAN

Following approval of the RHS Schematic Design, the Project Team will commence the
Design Development phase of the work. Staff will review the Educational Specifications
and bring any revisions to the board in the Fall. The RHS Design Advisory Group will
continue to meet to receive updates on the design effort. In addition extensive internal
PPS stakeholder engagement will continue to align the design with District teaching,
learning, and facilities operations and practices.

Reviewed and Approved by
Superintendent




ATTACHMENTS

A. Resolution Approving the Roosevelt High School Full Modernization Schematic
Design

Reviewed and Approved by
Superintendent




' Board of Education Informational Report

MEMORANDUM

Date: 6.16.14

To: Members of the Board of Education

From: Amanda Whalen, Senior Advisor to the Superintendent
Subject: Corrective Action Plan

Attached please find a copy of the draft Corrective Action Plan (CAP) for Portland
Public Schools in response to the Oregon Department of Education’s Order from
March 13, 2014 in response to a complaint filed by Portland Public Schools
parents.

The Order made two findings:

1. PPS must offer high school courses of 130 clock hours. As part of our
Division 22 report, we submitted new schedules that met the 130 hour
requirement beginning in the 2014-15 school year. We have also attached
a final revised common schedule for our high schools for the 2014-15
school year. Our Board, Superintendent, and high school administrators
believe it is important to provide students the opportunity to take up to 8
classes, in order to explore the subjects they want and need, and to access
the supports required to be college and career ready. The District is excited
to see growth in its graduation rate, an increase in school funding that
allowed for the hiring of at least 50 additional staff at the high schools, and
a lifting of the cap on the number of courses that students could take (that
had been imposed through a labor arbitrator’s order). All of these factors
combined will allow students to take additional Career and Technical
Education courses, and additional electives that allow students to remain
engaged in school.



2. PPS must have a complaint process that contains elements required by rule
for complaints involving issues that may be appealed to the State. As part
of her budget amendment, the Superintendent allocated resources to hire
an Ombudsman for the district to support parents and staff with the
complaint procedures. This hire was finalized this month and we are
looking forward to having this resource available for our families starting
this summer. Additionally, our complaint policy will be revised and
presented to the Board of Education over the summer.

The Order also required that the district submit to a follow up audit process to
ensure appropriate implementation of the Corrective Action Plan. This process
must be developed and agreed upon in collaboration with members of the
Parents Coalition (the Appelant). This audit process must be submitted to ODE no
later than August 15, 2014. Once the CAP is approved by the Board, staff will
reach out to the Parents Coalition to establish an audit process.



Board of Education Informational Report

MEMORANDUM

Date: June 16, 2014

To: Members of the Board of Education

From: Gitta Grether-Sweeney, M.S., RD, Director, Nutrition Services

Subject: Community Eligibility Provision - Making High-Poverty Schools Hunger Free

This Memorandum provides an update on a new federal program called Community Eligibility
Provision (CEP).

Background

The Healthy, Hunger-Free Kids Act of 2010 authorized CEP to provide an alternative to
household applications in the National School Lunch and Breakfast Programs. The intent of the
Community Eligibility Provision (CEP) is to improve students’ access to free school meals in
high poverty schools and to eliminate the burden for families who are required to complete
complicated income applications on an annual basis.

The CEP was piloted for a three year period in a limited number of States and is now available
nationwide beginning July 1, 2014. Schools in eleven States are successfully participating in
CEP. PPS will begin in September 2014.

Eligibility Criteria

Instead of being based on free and reduced-price meal applications, reimbursement is based on
the number of “eligible students” who are certified for free meals through direct certification
(students who receive SNAP*, TANF** and FDPIR***) or categorical eligibility (including Foster,
Migrant, Head Start and Title X/Homeless students). To be eligible for this Federal Program,
schools must have an “eligible student” percentage of at least 40%.

Implementation

Implementing the CEP program down to the 40% level would require the use of General Fund
dollars. The attached graph illustrates that the school district, by grouping schools together,
could implement this program at 23 schools. This method results in a combined “eligible
student” percentage of 62.5% with each individual school above 55% and requires no additional
funding.

In addition, staff recommends including Madison and Alliance High Schools in the CEP group
because of their academic priority status and their feeder schools are using CEP. The cost of
adding these High Schools would be ~$34,000 which requires a non-federal funding source.
This $34,000 will be paid for from within Fund 202 and will reduce the forecasted ending fund
balance by that amount.



Students at non CEP schools who are eligible for free or reduced-price meals are not impacted
and will continue to receive free or reduced-price meals as they do now provided the application
is completed.

Benefits of CEP implementation at eligible schools
e Lunches and breakfasts are served free to all students.
More students are nourished and ready to learn.
o Families are relieved of the paperwork barrier of completing free/reduced-price meal
applications each year.
School offices are relieved of paperwork and additional communications with families.
o Fee collection calls to families with unpaid accounts will not be needed.
Accuracy of economically disadvantaged data is improved.

Challenges due to change in eligibility metrics
e Change in tracking economically disadvantaged students.
0 Comparability between districts.
0 Longitudinal comparisons over time.
¢ Requires different methodology for school staffing and Title | allocations starting in 2015-
16 since free or reduced-priced meal data is not available for all schools. Staff prepared
pro forma analysis of 2014-15 school staffing and Title | allocations to assess the impact
of using “eligible student” numbers in place of number of students on free or reduced-
priced meals. This analysis showed no significant change to Title | distribution for
schools or to district staffing and resource allocations.
Impact on State reporting and grant reporting.
o E-Rate will follow federal guidance to use October 2013 data until further direction is
provided.

Next Steps
e Submit eligible school data to Oregon Department of Education Child Nutrition before
June 30, 2014.
e Work with CIPA on CEP communication to administrators, school staff and families.
e Nutrition Services budget will be adjusted to reflect the impact of CEP at fall balancing.

*Supplemental Nutrition Assistance Program (SNAP), formerly known as Food Stamps.
*Temporary Assistance for Needy Families (TANF)
***Eederal Distribution Program on Indian Reservations (FDPIR)
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Board of Education Informational Report

MEMORANDUM

Date: June 23, 2014

To: Members of the Board of Education

From: Michelle Chariton, Sr. Project Manager

Via: Randy Miller - Director, Project Management FAM

James Owens - Executive Director OSM
C.J. Sylvester — Chief, School Modernization
Emily Courtnage — Director, Purchasing & Contracting

Subject: Public Improvement award recommendation — Improvement Project 2015 design
services >$1M

1. Description of procurement: Plan & design seismic, ADA, reroof and science classroom
improvement at Ainsworth, Buckman, Creative Science/Clark, Hayhurst, Llewellyn,
Sabin, Stephenson, and Woodlawn Schools as part of the Improvement Project 2015.

2. Source selection method: Request for Proposal (RFP)
3. RFP Received: April 15, 2014

4. Received offers from:
= BLRB Architects
BBL Architects
Dull Olson Weekes-IBI Group
FFA Architecture + Interiors
MCA Architects
Oh Planning + Design
Soderstrom Architects
Solarc Engineering
SRM Architecture
The Rommel Architectural Partnership

5. Budget amount for this item: $1,200,000

6. Recommendation from Project Manager: Award contract to Oh Planning + Design for a
total amount of $1,093,217. See purchasing & contracting consent agenda item.
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Personnel

The Superintendent RECOMMENDS adoption of the following item:

Number 4928



RESOLUTION No. 4928

Appointment of Temporary Teachers and Notice of Non-renewal

RESOLUTION

The Board of Education accepts the recommendation to designate the following persons as temporary
teachers for the term listed below. These temporary contracts will not be renewed beyond their respective
termination dates because the assignments are temporary and District does not require the teachers' services
beyond completion of their respective temporary assignments.

First Last ID Eff. Date Term Date
Jeanette | Bisceglia 006214 4/7/2014 6/13/2014
Gladis Da Rosa 020212 3/7/2014 6/13/2014
Kristi Davenport 013951 3/31/2014 6/13/2014
Laurie Ewen 005097 2/18/2014 6/13/2014
Jill Finley 016825 4/9/2014 6/13/2014
Alyssa Gardner 022150 3/3/2014 6/13/2014

S. Murray



Purchases, Bids, Contracts

The Superintendent RECOMMENDS adoption of the following items:

Numbers 4929 and 4930



RESOLUTION No. 4929
Revenue Contracts that Exceed $25,000 Limit for Delegation of Authority

RECITAL

Portland Public Schools (“District”) Public Contracting Rules PPS-45-0200 (“Authority to Approve District
Contracts; Delegation of Authority to Superintendent”) requires the Board of Education (“Board”) to enter
into and approve all contracts, except as otherwise expressly authorized. Contracts exceeding $25,000 per
contractor are listed below.

RESOLUTION

The Superintendent recommends that the Board approve these contracts. The Board accepts this
recommendation and by this resolution authorizes the Deputy Clerk to enter into agreements in a form
approved by General Counsel for the District.

NEW REVENUE CONTRACTS

Responsible
Contract Contract Administrator,
Contractor Term Contract Type Description of Services Amount Funding Source
Concordia University 6/24/2014 Cost Sharing Faubion: Funds joint $81,363 T. Magliano
through Agreement development of Faubion Fund 438
9/30/2017 R 60832 schematic deSIQn. PI’OjECt Jo177
Self Enhancement, 07/01/14 Revenue Lease King Neighborhood Facility: $226,935 T. Magliano
Inc. through Agreement Lease of District space in the Fund 101
06/30/19 R XXXXX Annex Building. Initial term of 5 Dept. 5594
years plus the option for two
additional terms of five years
each.

NEW INTERGOVERNMENTAL AGREEMENTS / REVENUE (“IGA/Rs”)
No New IGA/Rs

AMENDMENTS TO EXISTING REVENUE CONTRACTS
No Amendments to Existing Revenue Contracts

LIMITED SCOPE REAL PROPERTY REVENUE AGREEMENTS AND AMENDMENTS

No Limited Scope Real Property Revenue Agreements or Amendments

R. Dutcher
D. Wynde




RESOLUTION No. 4930

Personal / Professional Services, Goods, and Services Expenditure Contracts
Exceeding $150,000 for Delegation of Authority

RECITAL

Portland Public Schools (“District”) Public Contracting Rules PPS-45-0200 (“Authority to Approve District
Contracts; Delegation of Authority to Superintendent”) requires the Board of Education (“Board”) enter into
contracts and approve payment for products, materials, supplies, capital outlay, equipment, and services
whenever the total amount exceeds $150,000 per contract, excepting settlement or real property
agreements. Contracts meeting this criterion are listed below.

RESOLUTION

The Superintendent recommends that the Board approve these contracts. The Board accepts this
recommendation and by this resolution authorizes the Deputy Clerk to enter into agreements in a form

approved by General Counsel for the District.

NEW CONTRACTS
Responsible
Contract Administrator,
Contractor Contract Term Contract Type Description of Services Amount Funding Source
Schetky Northwest 6/17/2014 Purchase Order District-wide: Purchase five $351,160 T. Brady
passenger, walk-on school Dept. 5560
buses.
Dell Computer 6/5/2014 Purchase Order District-wide: Purchase 1,506 $444,270 J. Klein
Corp. PO 119636 Dell Chromebook 11 Eund 407
computers for Tech Bundle Dept. 5581
project. Project A1007
CDW-G 7/1/2014 Purchase Order District-wide: Purchase of Not-to-exceed J. Klein
PO XXXXX 132 tech bundles for the pl|0t $300,000 Fund 407
phase of the Tech Bundle ' Dept. 5581
project. Project A1007
Pearson 6/24/2014 Personal District-wide: Update $1,850,000 M. Goff
through Services elementary literacy resources Fund 101
6/30/2020 PS XXXXX to align with Common Core Dept. 5555
Standards.
Cengage 6/24/2014 Personal District-wide: Supplemental $300,000 M. Goff
through Services High School ESL curriculum Fund 101
6/20/2016 PS XXXXX and resources. Dept 5555
TBD — Responses 7/15/2014 Requirements District-wide: Purchase of Not-to-exceed T. Magliano
due on 7/3/2014. * through MR XXXXX Commercial Food Products $1.300,000 Fund 202
7/14/2015 on a requirements basis as DR Dept. 5570
part of the District’'s Nutrition
Program.
RFP 2014-1820
EC Company 07/01/2014 Construction Madison HS: Provide and $829,199 T. Magliano
through Services install new fire alarm system. Fund 404
12/31/2014
Project X0107
Grow Construction, 06/24/2014 Construction Lincoln HS: Construction of $190,592 T. Magliano
LLC through Services two new classrooms in the Fund 438
ITB 2014-1784 Project J0156




Portland Road & 06/24/2014 Construction Marshall: Turf Field $1,379,838 T. Magliano
Driveway Co. Inc. through Services Improvement project. As part Funds 404 & 438
12/31/2014 C XXXXX of the Great Fields project Dept. 5597
TBD - Bids due on 07/14/2014 Construction Madison HS Provide and Not-to-exceed T. Magliano
711/14* through Services install new automated $475.000 Fund 435
12/31/2014 C XXXXX building control system for ' Dept. 5597
HVAC equipment Project U0175
ITB 2014-1789
Oh Planning + 6/24/2014 Architectural AE design services for $1,093,217 Jim Owens
Design Architecture through Engineering Improvement Project of
12/31/2016 Al 2015(IP15) — Includes misc.
E XXXXX seismic upgrades, ADA, Fund 451
reroof and science classroom Depts. 1132, 1143,
improvement projects at 1149, 1160, 1269,
Ainsworth, Buckman, 1279, 1190, 1294
Creative Science/Clark, Project Nos. TBD
Hayhurst, Llewellyn, Sabin,
Stephenson, and Woodlawn
Schools.
RFP 2014-1782
Radler, Bohy, 7/1/2014 Personal District-wide: Provide $200,000 D. Wynde
Replogle & Contratt through Services workers’ compensation legal Fund 601
6/30/2016 PS 60783 services to District on an as- Dept. 5540
needed basis at the direction
of General Counsel.
Brown & Brown 7/1/2014 Personal District-wide: Provide $762,095 D. Wynde
Northwest through Services insurance brokerage services Fund 101
6/30/2019 PS 60804 for excess insurance and risk Dept. 5540

management consultation.
Provide consultation, claims
handling, and management
services for the District's
Owner Controlled Insurance
Program.

*At the time of printing, bids for these projects had not yet closed. In order to ensure that these projects can
begin immediately upon contract award and thus be fully completed before the start of the 2014-15 school
year, the Superintendent recommends that the Board give advance authorization for these contracts, as
permitted by PPS-45-0200(4)(b)(C). The Superintendent or her designee will award the final contracts for
these projects within the Maximum Not to Exceed limits noted above.

NEW INTERGOVERNMENTAL AGREEMENTS (*IGAS”)

No New IGAs

AMENDMENTS TO EXISTING CONTRACTS

Amendment Responsible
Contract Amount, Administrator,
Contractor Term Contract Type Description of Services Contract Total Funding Source
Computer 6/27/2014 Personal Services | District-wide: Annual service $52,875 J. Klein
Generated through PS 59309 fee for unlimited mailbox $160,271 Fund 101
Solutions, Inc. 6/26/2015 Amendment 3 soﬁware, including ' Dept. 5581
maintenance and updates.
Multnomah 6/24/2014 Intergovernmental | District-wide: Medicare $100,000 S. Lewis
Education Service through Agreement Administrative Claiming $200,000 Fund 101
District 6/30/2015 IGA 60083 services. Dept. 6299

Amendment 1

R. Dutcher
D. Wynde




Other Iltems Requiring Board Action

The Superintendent RECOMMENDS adoption of the following items:

Numbers 4931 through 4940



RESOLUTION No. 4931

Resolution to Adopt Intergovernmental Agreement with the City of Portland
Regarding Funding of Transportation Safety Improvements

RECITALS

The Board of Education (Board) adopted Resolution 4414, Resolution to Adopt Memorandum of
Understanding with the City of Portland Regarding Funding Transportation Safety Improvements on
February 28, 2011. The resolution authorized the Superintendent or her designee to develop a draft
intergovernmental agreement and return to the Board for its approval.

In May 2011, Portland Public Schools (District) and the City of Portland (City) signed a
memorandum of understanding (MOU) outlining a process by which transportation improvements
required by City regulations at District schools would be evaluated, prioritized and funded.

District and City staff collaborated to develop an Intergovernmental Agreement (IGA) implementing
the direction provided by the MOU and the resolutions adopting the MOU by the Board and City
Council including:

1. Directing funding priority for transportation safety improvements to be paid for by the
District’s 2012 voter-approved capital bond to schools receiving full modernization;
replacement or improvements.

2. Commits a maximum of $5 million of District capital bond funding to transportation safety
improvements;
3. Development of a prioritized master project list of transportation safety improvement needs

using Portland Bureau of Transportation Safe Routes to School (PBOT SRTS) continuous
service plans; and

4, Use of PBOT SRTS continuous service plans to demonstrate compliance with City’s land
use review transportation criteria.

RESOLUTION

The Board of Education reaffirms its commitment to providing safe and secure routes to and from
school for every student, parent, and staff member in the District at every school within the District.
The Board also reaffirms its obligation to meet the City’s Land Use Review requirements to ensure
the District's school facilities can be supported by the transportation system in the vicinity of each
school.

The Board affirms use of PBOT SRTS equity-weighted criteria to develop a prioritized master
project list of transportation safety improvement needs within District student walk areas.

The Board affirms its intent to fund up to $5 million in transportation safety improvement projects
identified through City conditions of approval and additional prioritized school-related active
transportation projects. This $5 million is intended to represent the District’s financial obligation for
transportation safety improvements over the life of the 2012 voter-approved eight-year capital bond
program.

The Board affirms the use of $200,000 in funds from the Supplemental Transportation Project
Update project for PBOT SRTS to provide traffic engineering, civic engagement and underserved
community outreach consulting services when developing the master prioritized list of transportation
safety improvements within District student walk areas.

The Board authorizes the Superintendent or her designee to enter into the intergovernmental
agreement with the City of Portland.

C. Sylvester / J. Dollard



RESOLUTION No. 4932

Collective Bargaining Agreements between Portland Federation of School Professionals and School District
No. 1, Multhomah County, Oregon

RESOLUTION

The Chairperson of the Board of Education and the Chief Human Resources Officer are authorized and
directed to execute the 2014 — 2017 Agreement (extending and replacing the current 2013 — 2015
Agreement) between the Portland Federation of School Professionals (Local 111), representing classified
employees, and School District No. 1, Multhomah County, Oregon, on the terms presented to the Board and

filed in the record of this meeting:

S. Murray
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RESOLUTION No. 4933

Amendment No. 3 to the 2013/14 Budget for School District No. 1J,
Multhomah County, Oregon

RECITALS

A. On June 17, 2013 the Board, by way of Resolution No. 4775, voted to adopt an annual budget for
the Fiscal Year 2013/14 as required under Local Budget Law.

B. Board Policy 8.10.030-AD, “Budget Reallocations — Post Budget Adoption,” establishes the
guidelines to ensure consistent and detailed communication on fiscal issues between the
Superintendent and the Board of Education (“Board”).

C. Oregon Local Budget Law, ORS 294.471, allows budget changes after adoption under prescribed
guidelines.

D. On January 27, 2014, by way of Resolution No. 4864, the Board amended the FY 2013/14 budget.

E. On April 21, 2014, by way of Resolution No. 4905, the Board amended the FY 2013/14 budget for a
second time.

F. This Amendment No. 3 further revises the FY 2013/2014 Adopted Budget under ORS 294.471

guidelines, which state the budget may be amended at a regular meeting of the governing body.

G. Amendment No. 3 adjusts program allocations for funds to more accurately reflect intended
expenditures.

H. Expenditures in four funds (307 IT Projects Debt Service Fund, 309 SELP Debt Service Fund, 435
Energy Efficient Schools Fund and 445 Capital Asset Renewal Fund) will be changed by more than
10% under this amendment. Local budget law requires a public hearing on these changes.
RESOLUTION
1. Having held a public hearing on this amendment as required under local budget law, the Board hereby

amends budgeted expenditure appropriation levels as summarized by Fund and Appropriation Level in
Attachment A for the fiscal year beginning July 1, 2013.

D. Wynde
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ATTACHMENT “A” TO RESOLUTION No. 4933

Schedule of Changes in Appropriations and Other Balances

Amendment 3 for the 2013/14 Budget

Adopted Amendment | Amendment This Amendment
Fund 101 - General Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance 21,162,140 37,457,015 37,457,015 37,457,015
Local Sources 263,159,300 268,359,300 268,359,300 268,359,300
Intermediate Sources 12,457,017 12,457,017 12,457,017 12,457,017
State Sources 188,782,292 188,782,292 188,782,292 188,782,292
Federal Sources - -
Other Sources 2,000,000 100,000 100,000 100,000
Total 487,560,749 507,155,624 | 507,155,624 | - | 507,155,624
Requirements
Instruction 278,962,739 276,810,622 276,810,622 (50,000) 276,760,622
Support Services 181,866,916 185,990,098 185,990,098 (673,440) 185,316,658
Enterprise & Community Services 1,640,220 1,699,784 1,699,784 95,668 1,795,452
Faciliies Acquisition & Construction - -
Deht Service & Transfers Out 4,906,785 8,421,744 8,421,744 1,605,776 10,027,520
Contingency 20,184,089 34,233,376 34,233,376 (978,004) 33,255,372
Ending Fund Balance - - - - -
Total 487,560,749 507,155,624 | 507,155,624 | - | 507,155,624
. Adopted Amendment [ Amendment This Amendment
Fund 202 - Cafeteria Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance 3,541,721 4,516,692 4,516,692 4,516,692
Local Sources 3,663,211 3,663,211 3,663,211 41,500 3,704,711
Intermediate Sources - -
State Sources 216,543 324,355 324,355 324,355
Federal Sources 13,261,905 13,212,268 13,212,268 145,844 13,358,112
Other Sources - - - - -
Total 20,683,380 21,716,526 | 21,716,526 187,344 | 21,903,870
Requirements

Instruction - -
Support Services - -
Enterprise & Community Services 18,685,858 19,719,004 19,719,004 (529,900) 19,189,104
Faciliies Acquisition & Construction - -
Debt Service & Transfers Out - -
Contingency - -
Ending Fund Balance 1,997,522 1,997,522 1,997,522 717,244 2,714,766
Total 20,683,380 21,716,526 | 21,716,526 187,344 | 21,903,870
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Adopted Amendment [ Amendment This Amendment
Fund 205 - Grants Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance - -
Local Sources 1,884,377 1,884,377 1,884,377 1,884,377
Intermediate Sources - -
State Sources 16,536,346 16,536,346 16,536,346 16,536,346
Federal Sources 46,675,731 46,675,731 46,675,731 46,675,731
Other Sources - - - - -
Total 65,096,454 65,096,454 | 65,096,454 | -| 65,096,454
Requirements

Instruction 37,105,815 37,105,815 37,105,815  (1,500,000) 35,605,815
Support Services 26,007,073 26,007,073 26,007,073 26,007,073
Enterprise & Community Services 1,983,566 1,983,566 1,983,566 1,500,000 3,483,566
Facilities Acquisition & Construction - -
Debt Service & Transfers Out - -
Contingency - -
Ending Fund Balance - - - -
Total 65,096,454 65,096,454 | 65,096,454 65,096,454

L Adopted Amendment [ Amendment This Amendment

Fund 225 - PERS Rate Stabilization Reserve Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance 13,574,383 15,476,100 15,476,100 15,476,100
Local Sources 195,200 195,200 195,200 60,000 255,200
Intermediate Sources - -
State Sources - -
Federal Sources - -
Other Sources - - - - -
Total 13,769,583 15,671,300 [ 15,671,300 60,000 [ 15,731,300
Requirements

Instruction - -
Support Services - -
Enterprise & Community Services - -
Facilities Acquisition & Construction - -
Debt Service & Transfers Out 1,900,000 -
Contingency - - -
Ending Fund Balance 11,869,583 15,671,300 15,671,300 60,000 15,731,300
Total 13,769,583 15,671,300 [ 15,671,300 60,000 [ 15,731,300
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. . Adopted Amendment | Amendment This Amendment
Fund 307 - IT Projects Debt Service Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance -
Local Sources -
Intermediate Sources -
State Sources -
Federal Sources -
Other Sources 1,587,362 1,587,362 1,587,362 489,972 2,077,334
Total 1,587,362 1,587,362 1,587,362 489,972 2,077,334
Requirements
Instruction -
Support Services -
Enterprise & Community Services -
Facilites Acquisition & Construction -
Debt Service & Transfers Out 1,587,362 1,587,362 1,587,362 489,972 2,077,334
Contingency -
Ending Fund Balance - - - - -
Total 1,587,362 1,587,362 1,587,362 489,972 2,077,334
. Adopted Amendment | Amendment This Amendment
Fund 309 -SELP Debt Service Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance -
Local Sources -
Intermediate Sources -
State Sources -
Federal Sources -
Other Sources 76,284 76,285 76,285 115,804 192,089
Total 76,284 76,285 76,285 115,804 192,089
Requirements
Instruction -
Support Services -
Enterprise & Community Services -
Facilites Acquisition & Construction -
Deht Service & Transfers Out 76,284 76,285 76,285 115,804 192,089
Contingency -
Ending Fund Balance - - - - -
Total 76,284 76,285 76,285 115,804 192,089
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. Adopted Amendment [ Amendment This Amendment
Fund 350 - GO Bonds Debt Service Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance - -
Local Sources 43,262,232 43,262,232 43,262,232 (1,000,000) 42,262,232
Intermediate Sources - -
State Sources - -
Federal Sources - -
Other Sources 1,000,000 1,000,000
Total 43,262,232 43,262,232 | 43,262,232 43,262,232
Requirements
Instruction - -
Support Services - -
Enterprise & Community Services - -
Facilites Acquisition & Construction - -
Debt Service & Transfers Out 43,262,232 43,262,232 43,262,232 43,262,232
Contingency - -
Ending Fund Balance - - - -
Total 43,262,232 43,262,232 | 43,262,232 43,262,232
. . Adopted Amendment | Amendment This Amendment
Fund 404 - Construction Excise Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance 7,472,033 8,572,292 8,572,292 8,572,292
Local Sources 1,611,000 3,011,000 3,011,000 818,695 3,829,695
Intermediate Sources - -
State Sources - -
Federal Sources - -
Other Sources - - - - -
Total 9,083,033 11,583,292 [ 11,583,292 818,695 | 12,401,987
Requirements
Instruction - -
Support Services - -
Enterprise & Community Services - -
Facilies Acquisition & Construction 9,083,033 11,583,292 11,583,292 818,605 12,401,987
Debt Service & Transfers Out - -
Contingency - -
Ending Fund Balance - - - - -
Total 9,083,033 11,583,292 [ 11,583,292 818,695 | 12,401,987
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. Adopted Amendment [ Amendment This Amendment
Fund 407 - IT Systems Project Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance 759,805 969,032 969,032 969,032
Local Sources 500 375,522 375,522 187,673 563,195
Intermediate Sources - -
State Sources - -
Federal Sources - -
Other Sources - 3,500,000 3,500,000 3,500,000
Total 760,305 4,844,554 | 4,844,554 187,673 5,032,227
Requirements
Instruction - -
Support Services 660,351 4,568,382 4,568,382 187,673 4,756,055
Enterprise & Community Services - -
Facilities Acquisition & Construction - -
Debt Service & Transfers Out - -
Contingency 99,954 276,172 276,172 276,172
Ending Fund Balance - - - - -
Total 760,305 4,844,554 | 4,844,554 187,673 5,032,227
. Adopted Amendment | Amendment This Amendment
Fund 435 - Energy Efficient Schools Fund
Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance 577,791 891,439 891,439 891,439
Local Sources 856,336 1,070,503 1,070,503 (360,638) 709,865
Intermediate Sources - -
State Sources - -
Federal Sources - -
Other Sources - - - - -
Total 1,434,127 1,961,942 1,961,942 | (360,638) | 1,601,304
Requirements
Instruction - -
Support Services - -
Enterprise & Community Services - -
Faciliies Acquisition & Construction 1,434,127 1,961,942 1,961,942 (360,638) 1,601,304
Debt Service & Transfers Out - -
Contingency - -
Ending Fund Balance - - - - -
Total 1,434,127 1961942 | 1,961,942  (360,638)] 1,601,304
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_ : . Adopted Amendment [ Amendment This Amendment
Fund 438 - Facilities Capital Project Fund
Budget #1 #2 Amendment #3
Resources

Beginning Fund Balance 3,898,931 5,908,524 5,908,524 5,908,524
Local Sources 3,000 163,000 163,000 360,638 523,638
Intermediate Sources - -
State Sources 1,300,000 1,300,000 1,300,000 1,300,000
Federal Sources - -
Other Sources 681,024 681,024 681,024 - 681,024
Total 5,882,955 8,052,548 8,052,548 360,638 8,413,186

Requirements
Instruction - -
Support Services - 1,500 1,500
Enterprise & Community Services - - -
Facilities Acquisition & Construction 5,882,955 8,052,548 8,051,048 360,638 8,411,686
Debt Service & Transfers Out - -
Contingency - -
Ending Fund Balance - - - - -
Total 5,882,955 8,052,548 8,052,548 360,638 8,413,186
: Adopted Amendment [ Amendment This Amendment

Fund 445 - Capital Asset Renewal Fund
Budget #1 #2 Amendment #3
Resources

Beginning Fund Balance 116,831 206,897 206,897 206,897
Local Sources 52,200 52,200 52,200 52,200
Intermediate Sources - -
State Sources - -
Federal Sources - -
Other Sources - - - 1,993,185 1,993,185
Total 169,031 259,097 259,097 1,993,185 2,252,282

Requirements
Instruction - -
Support Services - -
Enterprise & Community Services - -
Facilities Acquisition & Construction 169,031 259,097 259,097 1,993,185 2,252,282
Debt Service & Transfers Out - -
Contingency - -
Ending Fund Balance - - - - -
Total 169,031 259,097 259,097 1,993,185 2,252,282
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Adopted Amendment | Amendment This Amendment
Fund 450 - GO Bond Fund

Budget #1 #2 Amendment #3
Resources
Beginning Fund Balance 103,592,062 109,235,424 109,235,424 - 109,235,424
Local Sources 28,000 28,000 28,000 220,000 248,000
Intermediate Sources - - - -
State Sources - - - -
Federal Sources - - - -
Other Sources - - - - -
Total 103,620,062 109,263,424 | 109,263,424 220,000 | 109,483,424
Requirements
Instruction - - - -
Support Services - - 148,500 - 148,500
Enterprise & Community Services - - - -
Faciliies Acquisition & Construction 36,304,899 38,899,570 38,751,070 - 38,751,070
Debt Service & Transfers Out - - - - -
Contingency 67,315,163 70,363,854 70,363,854 220,000 70,583,854
Ending Fund Balance - - - - -
Total 103,620,062 109,263,424 | 109,263,424 220,000 | 109,483,424
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RESOLUTION No. 4934

Impose Taxes and Adoption of the FY 2014/15 Budget for School District No. 1J,
Multnomah County, Oregon

RECITALS

Oregon Local Budget Law, ORS 294.428, requires each legal jurisdiction’s Budget Committee
approve a budget and specify ad valorem property tax rate for all funds.

The Board of Education (“Board”) appointed a Citizen Budget Review Committee (“CBRC") to review
the Proposed Budget and current year expenditures of the existing Local Option Levy. The CBRC acts
in an advisory capacity to the Board.

On May 12, 2014, the Budget Committee received testimony and a report on the current year Local
Option Levy expenditures, and testimony and budget recommendations from the CBRC.

On May 19, 2014, by way of Resolution No. 4918, and under the provisions of Oregon Local Budget
Law (ORS Ch. 294), the Budget Committee for School District No. 1J, Multhomah County, Oregon
(“District”), approved the FY 2014/15 budget and imposed taxes.

Oregon Local Budget Law, ORS 294.431, requires submission of the budget document to the Tax
Supervising Conservation Commission (“TSCC") by May 15 of each year. Portland Public Schools
(“PPS”) applied for, and was granted an extension to this deadline, and submitted the PPS budget to
TSCC as required.

The TSCC held a public hearing on the Approved Budget on June 23, 2014.

. ORS 457.010(4)(a)(D) provides the opportunity for a school district to exclude from urban renewal
divide-the-taxes that amount with a statutory rate limit on July 1, 2003, that is greater than $4.50 per
$1,000 of assessed value, to the extent that the rate limit was increased under section 11 (5)(d), Article
XI of the Oregon Constitution and, property tax revenue from said increase is excluded from local
revenues, as that term is used in ORS Chapter 327, and provided that the school district notifies the
county assessor of the rate to be excluded for the current fiscal year not later than July 15.

Portland Public Schools has a statutory rate limit that in is in excess of the $4.50 limitation that includes
an increase under section 11 (5) (d), Article XI of the Oregon Constitution.

RESOLUTION

The District’'s Board of Education hereby adopts the budget for the fiscal year 2014/15, as
summarized in Attachment “A”, in the total amount of $880,120,133.

The Board appropriates for the fiscal year beginning July 1, 2014, the amounts
summarized by program in Attachment A to this resolution and as detailed in the budget
book, Adopted Budget, for the fiscal year 2014/15, School District 1J, Multnomah County,
Oregon.

The Board resolves that the District hereby imposes the taxes provided for in the adopted budget:

a. Atthe rate of $5.2781 per $1,000 of assessed value for operations;
b. At the rate of $1.9900 per $1,000 of assessed value for local option tax for operations;
c. Inthe amount of $47,906,755 for exempt bonds.
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And that these taxes are hereby imposed and categorized for tax year 2014/15 upon the
assessed value of all taxable property within the district.

4. Taxes are hereby imposed and categorized as for tax year 2014/15 upon the taxable assessed value of
all taxable property in the District, as follows:

Education Limitation Excluded from Limitation
Permanent Rate Tax Levy $5.2781/$1,000 of assessed valuation
Local Option Rate Tax Levy $1.9900/$1,000 of assessed valuation
Bonded Debt Levy $47,906,755

5. The Board further resolves that $0.5038 per $1,000 of taxable assessed value of the permanent rate
tax levy noted above is excluded from division of tax calculations, as the Permanent Rate Tax Levy
attributable to the increase provided in section 11 (5)(d), Article XI of the Oregon Constitution (such
increase is a result of the expired Gap Tax Levy). The District will notify the county assessors that for
the 2014/15 fiscal year $0.5038 of the District's permanent tax rate levy is to be excluded from urban
division of tax calculations under the provisions of ORS 457.010(4)(a)(D).

D. Wynde/S. Bottomley
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ATTACHMENT “A” TO RESOLUTION No. 4934
FY 2014/15 Adopted Budget

Schedule of Appropriations

Enterprise &

Facilities

Fund Instruction SupPort Community | Acquisition & | Debt Service | Transfers Out| Contingency Ending Fund Fund Total
Services Services | Construction Balance

Fund 101 304,391,929 | 200,679,551 1,815,169 - 6,834,433 21,151,209 -| 534,872,291
Fund 201 8,818,532 - - - 3,260,830 12,079,362
Fund 202 - 18,262,380 - - 1,291,837 19,554,217
Fund 205 42,924,447 23,156,015 2,221,281 - - - 68,301,743
Fund 225 - - - 16,002,500 16,002,500
Fund 299 14,858,085 1,755,958 64,102 173,624 - - 16,851,769
Fund 307 - - 2,707,874 - - 2,707,874
Fund 308 - - 39,799,326 - - 39,799,326
Fund 320 - - 1,303,621 - - 1,303,621
Fund 350 - - 45,033,350 - - 45,033,350
Fund 404 - 13,743,029 - - 13,743,029
Fund 407 - 3,829,848 - 187,673 - 4,017,521
Fund 420 - 200,000 - - 200,000
Fund 435 - 1,598,553 - - 1,598,553
Fund 438 - 4,400 4,638,020 - - 4,642,420
Fund 445 - 2,477,582 - - 2,477,582
Fund 450 - 435,600 59,187,841 31,570,869 - 91,194,310
Fund 601 - 3,440,665 - 2,300,000 - 5,740,665

Total $ 370,992,993 | $ 233,302,037 | $ 22,362,932 | $ 82,018,649 | $ 88,844,171 |$ 6,834,433 | $ 55209,751 | $ 20,555,167 | $ 880,120,133
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RESOLUTION No. 4935

Call for Five-Year Local Option Levy to Support Schools

RECITALS

Strong public schools are the foundation of a great city, supporting families, keeping
neighborhoods vital, building community and strengthening the local economy.

Successful schools are proven to contribute to all residents’ quality of life, attract business and
reduce crime.

Portland Public Schools (PPS) serves over 48,000 students, enrolling one of the highest shares of
its city’s students of urban districts in the country.

PPS’ student enroliment is projected to grow by over 5,000 students in the next decade.

PPS has set ambitious targets and is holding itself accountable for progress toward critical student
achievement measures through the Milestones Framework that will drive the 2014-2019 PPS
Educational Plan and budget decisions for years to come.

Despite undergoing heavy budget cuts, in the past four years, overall student achievement has
increased on six of the seven critical Milestones.

Despite undergoing heavy budget cuts, in the past four years, PPS’s overall graduation rate has
increased 14 percentage points from 53% to 67%

Strong schools need stable funding to enable staff and student support to focus on continued
improvement in education for all students.

PPS has focused resources on the classroom, spending 75 percent of its budget on teachers,
textbooks and school staff, as measured by the Oregon Department of Education’s Database
Initiative. Only 4 percent of the PPS budget pays for central administration, lower than half the
average in other large urban school districts (8 percent).

PPS has exercised strong financial management over benefits costs, with all employees paying a
share of health care premiums and all employees paying the 6 percent contribution into their
retirement plans (a cost picked up by many public employers), and by refinancing the district's
PERS retirement obligations to save millions of dollars each year.

In 2011, Portland voters recognized the importance of having strong schools, with lower class sizes
and strong educational programs by approving a local option levy to fund PPS schools.

The PPS Citizen Budget Review Committee has affirmed, in annual reports to the PPS Board of
Education, that local option funds have primarily been used to fund hundreds of teachers and
maintain or lower class sizes.

The local option levy provides funding equivalent to the cost of over 600 teaching positions. This is
vital to reducing and maintaining class sizes for students.

While the legislature recently increased its investment in K-12 education, these investments have
only made a small reduction in the gap described by the Quality Education Model. More
investments are needed to continue to lower class size, rebuild programs, and add school days for
students.
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J.Isaacs

In 2012, PPS became aware of a state law that allowed local urban renewal districts to retain a
portion of voter-approved local option levy funds rather than the approved purpose of funding
schools. Currently, approximately $7.5 million of the local option school levy goes to fund urban
renewal rather than educational programs.

To fix this problem, PPS worked with other school districts, teachers and supporters of important
services to successfully advocate for a change to state law to close this loophole and ensure more
funds go to purpose voters intended. The 2013 Legislature approved legislation ensuring that voter
funds from approved local option levies go to their intended purpose. The new law applies to local
option levies approved after January, 2013

If voters renew PPS’ local option levy approximately $4 million more each year will go to the
intended purpose of funding schools and educational programs instead of urban renewal, without
raising taxes.

All funds raised under this proposed levy will be used exclusively for Portland students in PPS
schools; and none of the funds will go to the state for distribution under the state school funding
formula.

This local option levy requires independent oversight by the Citizens Budget Review Committee to
ensure that tax dollars are used only for purposes approved by local voters.

RESOLUTION

The Board shall ask voters to approve a five-year local option levy in in November 2014 that would
provide an estimated $64.3 million in 2015-2016; $66.2 million in 2016-2017; $68.2 million in 2017-
2018; $70.2 million in 2018-2019; and $72.3 million in 2019-2020.

The money shall be primarily used to fund teaching positions, maintain or lower class size, and fund
programs necessary for a comprehensive education.

The fully allowable levy rate shall continue to be $1.99 per $1,000 of assessed value, which is
estimated to cost roughly $24.45 per month for the median home in the PPS district.

If the replacement local option levy passes, PPS and its Board shall not collect the final year of the
current local option levy, approved in 2011;

The Citizen Budget Review Committee will continue to provide independent oversight to ensure that
the funds are spent as the voters intended. The CBRC will continue to publish an annual report
about the use of the local option funds and its benefit to student achievement.

The Board will continue to commission performance audits of the school district’s activities,
programs and services to achieve cost savings through increasingly efficient use of resources; as
well as to seek opportunities to improve school effectiveness and capacity-building for increased
accountability. Audits will continue to be conducted by an independent auditor who will work at the
direction of the Board to define the scope and design of audits.

The Board of Directors of School District No.1, Multhomah County, Oregon, finds that for the
reasons and purposes described in the proposed measure set forth below, it is necessary and
appropriate to levy a local option tax under ORS 280.040 et seq. for the fiscal year beginning July 1,
2015, and for four additional fiscal years thereafter each commencing July 1.

A serial levy election is hereby called to be held at the General Election on the 4th day of November

2014, in the manner and between the hours provided by law, at which there shall be submitted to
the electors of School District No. 1, Multhomah County, Oregon, the following proposal:
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CAPTION (10 word limit):
PORTLAND PUBLIC SCHOOLS LEVY RENEWAL FOR SCHOOLS AND EDUCATIONAL PROGRAMS

QUESTION (20 word limit):
Shall district support schools; redirect funds from urban renewal; levy $1.99 per $1,000 assessed
value for five years beginning 2015?
This measure renews current local option taxes.

SUMMARY (175 word limit):

PPS’ current local option levy was approved by voters in 2011 to provide funding for schools and
educational programs over 5 years. In 2013, the Oregon Legislature ended the diversion of some local
option levy revenues to certain urban renewal districts, applicable to levies passed after January 2013.
Renewal of this local option levy will direct approximately $4 million more to the approved purpose of
supporting education, without increasing taxes. The replacement levy will provide $64.3 million, equivalent
to about 640 teaching positions.

This replacement local option levy would:

e Continue to primarily fund teaching positions;
e Help to maintain or reduce class size;
e Support programs for a comprehensive education.

Levy cost remains $1.99 per $1,000 assessed property value, the same as the 2011 levy.
Independent citizen oversight will review expenditures to verify that funds are used as approved by
voters. This measure would replace the 2011 levy.

The levy will produce an estimated $64.3 million in 2015-2016; $66.2 million in 2016-2017; $68.2
million in 2017-2018; $70.2 million in 2018-2019; and $72.3 million in 2019-2020.

EXPLANATORY STATEMENT (500 word limit)

Portland Public Schools currently serves over 48,000 students in 85 schools and other programs
throughout the neighborhoods of Portland. PPS has set ambitious targets for student success, and, despite
years of budget cuts, academic achievement has increased on six of the seven critical Milestone measures
in the past three years. PPS enroliment is projected to grow by over 5,000 students in the next decade.

In serving the students of Portland, the district continuously strives to be fiscally responsible with
taxpayer resources. Through many years of budget cuts, the district and school board have worked to
preserve classroom education. At the same time, PPS has advocated for a greater level of state investment
by the Legislature and worked to ensure that all dollars raised are spent well by the district and used for
educational services for kids.

The legislature has recently increased its investment in K-12 education, but state funding for
schools remains well short of the minimum necessary to fulfill the Quality Education Model. More
investments are needed to continue to lower class size, rebuild programs, and add school days for students.
In the meantime, funds raised by this local option levy will help to close the funding gap.

When it was learned that a state law was allowing local urban renewal districts to siphon off a
portion of local option levy funds intended for schools, PPS and other school districts joined with teachers
and supporters of social services to advocate for a change. In 2013, the Legislature unanimously approved
legislation ending the diversion of funds, ensuring that all revenues from future local option levies will go to
support schools as the voters intended. Replacing the existing levy now will allow PPS students to benefit
from this change in the law.

The renewed local option levy will:
1. Primarily fund teaching positions.

e This will help protect & maintain class sizes that permit more individual attention for
students;

e Funds help to maintain a well-rounded program, with enrichments for elementary and
middle grades and electives in varied interest areas and disciplines for high school
students.

o If approved, levy will provide funding equivalent to 640 teaching positions.
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2. Continue to provide fiscal accountability and taxpayer oversight:

e This renewal maintains the existing local option levy rate of $1.99 per $1,000 assessed
value and ensures that all funds raised are directed to the voter-approved purpose of
supporting schools.

e This renewal provides approximately $4 million more to schools each year without
increasing taxes.

e This local option requires independent citizen oversight to ensure that tax dollars are used
only for purposes approved by local voters.

Since this local option levy replaces the one passed by voters in 2011, Portland Public Schools
Board of Education will not collect the final year of the current levy, maintaining the existing tax rate.
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RESOLUTION No. 4936

Approving the Roosevelt High School Schematic Design, the Commitment of Additional Funds, and Initiating
the Design Development Phase of Work

RECITALS
A. Extensive community engagement and public input was sought for the development of a preferred
Master Plan for Roosevelt High School.
B. The draft area program defined by the Comprehensive High School Educational Specification (“Ed

Spec”) was used as a guide to design the Roosevelt High School improvements and to develop the
preferred Master Plan.

C. The preferred Master Plan was adopted by the Board in December 2013 by Resolution No. 4852.

D. The overall budget for the Roosevelt High School Modernization Project, in accordance with the
2012 Capital Bond Program was approximately $70 million.

E. Through additional schematic design development of the building configuration, additional square
footage needed as a result of Ed Spec criteria, and final modifications to meet the Project budget,
the total size of the Roosevelt High School Modernization project increased to approximately
235,000 square feet.

F. As a result of refinement to building design and criteria, the revised budget to fully modernize RHS
is approximately $90 million which includes market adjustment funds and the bond reserve funds
identified below.

G. The Board approved Resolution No. 4840, which allocated approximately $10 million from bond
program reserve to support all three high school projects and $1,021,000 of that sum needs to be
allocated specifically to the Roosevelt project.

H. During this budget cycle, the Board agreed to hire additional teaching staff and to reduce current
teacher to student staffing ratios. In addition, the Board recently agreed to staff high schools to
ensure that students can forecast for a full class load — up to eight credits. The Board acknowledges
that these actions can impact the number of classrooms needed in schools.

l. Any delay in approval of the Schematic Design for Roosevelt High School will result in added cost
and delay to the project schedule.

RESOLUTION

1. The Board approves the Roosevelt High School Schematic Design dated June 16, 2014 and directs
staff to enter into the Design Development phase for the Roosevelt High School project.

2. The Board directs staff during the Design Development phase to continue to explore opportunity for
additional classroom space.

3. The Board requests that staff review the current Ed Spec for Comprehensive High Schools, with
particular focus on Tier 1 vs. Tier 2 status for Teen Parent Services in each school and whether
these services could be provided via a regional approach.

4, The Board requests staff to explore other opportunities to align building space features with delivery
of educational programs for high school students, including structural enhancements which may
support future growth of classrooms.

5. The Board approves using approximately $1,021,000 from the bond program reserve, previously
identified in Resolution No. 4840, to support the Roosevelt High School project.
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RESOLUTION No. 4937

Acceptance of Corrective Action Plan

RECITALS

A. In March 2013, the Oregon Department of Education (ODE) issued an order based on a complaint
submitted by Portland Public School parents. ODE made two findings as part of its order:

1. “The district does not meet the minimum standards for instructional time per credit as required
by OAR 582-022-1131."

2. “The District does not meet the minimum standards for a complaint process as required by OAR
581-022-1941."

B. The District is required to submit a board-approved Corrective Action Plan to the ODE outlining the
plan to:

1. Comply with the minimum instructional hours per credit as required by OAR 581-022-1941
2. Revise the complaint process to comply with OAR 581-022-1941
C. Staff has developed a Corrective Action Plan to meet these two requirements.

1. PPS has submitted a high school schedule for the 2014-15 school year that meets the minimum
instructional hours.

2. Staff will present a revised complaint policy to the Board that outlines how issues may be
appealed to the State.

RESOLUTION

The Board of Education accepts the Corrective Action Plan developed in response to the order from the
Oregon Department of Education dated March 13, 2014.

A. Whalen
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RESOLUTION No. 4938

Approval of Head Start Recommendations and Reports Process

RECITALS

A. Federal requirements call for the Governing Board of a Head Start Program to approve
recommendations and reports for the Program.

B. The Board of Directors for Portland Public Schools serves as the Governing Board for the PPS
Head Start Program.

C. Head Start offered a briefing for Board Members on their recommendations and reports on June 16,
2014.

RESOLUTION

The Board of Directors for Portland Public Schools, School District No. 1J, Multnomah County, Oregon,
approves the following Head Start recommendations and reports:

2014-15 Budget Planning Recommendations
Community Needs Assessment, May 2014

Selection Criteria 2014-15

PPS Head Start Program Options 2014-15

Program Information Report

5-Year Program Goals, 2014-15

Self-Assessment Program Recommendations 2014-15
Governance Readiness Tool

H. Adair

RESOLUTION No. 4939

Approving Board Member Conference Attendance

RECITAL

1. Board Policy 1.40.070 requires Board approval for individual Board members to attend state or
national meetings as representatives of the Board.

2. Portland Public Schools is a member of the Council of Great City Schools, which will hold its annual
Executive Committee meeting in July 2014.

RESOLUTION

The Board affirms Director Knowles’ position as a Member of the Council of Great City Schools Executive
Committee and authorizes her to attend the annual meeting.
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RESOLUTION No. 4940

Grievance Settlement Agreements between Portland Association of Teachers and School District No. 1,
Multnomah County, Oregon

RESOLUTION

The Board recognizes and appreciates the collaborative work of District staff and the Portland Association of
Teachers to resolve a number of outstanding issues. The Chief Human Resources Officer (or designee) is
authorized to negotiate and execute, as necessary, Grievance Settlement Agreements between the
Portland Association of Teachers and School District No. 1, Multnomah County, Oregon, within the terms
presented to the Board and filed in the record of this meeting.

S. Murray
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Board of Education Informational Report

MEMORANDUM

Date: June 23, 2014

To: Members of the Board of Education

From: Jim Owens, Executive Director, Office of School Modernization
Thru: C.J. Sylvester, Chief, School Modernization

Subject: Bond Program Status — June 2014

In the November 2012 election, the voters approved a $482M capital improvement
bond for Portland Public Schools. The District's Office of School Modernization
Staff has developed a set of performance measures to provide management
information for the staff and reporting tools for the Bond Accountability Committee
and the Board’s oversight role. Performance metrics for the 2012 bond program
are based on the Balanced Scorecard (BSC).

Attached is the BSC for the month of June 2014. The Program remains on plan
overall and areas of concerns or difficulty are notes.

Staff doesn’t plan to present the BSC at the June 23"™ Board meeting. However,
guestions or comments from the Board are always welcome.

Attachment 1: Balanced Scorecard Report — June 2014
Attachment 2: Project Management Cost Report — June 2014



March 2014

Narrative Comments:

1. Staff to review the adopted student capacity methodology in
Long Range Facility Plan . Also will review the Teen Parent Services
space allocation issue in the HS Ed Specs, along with
implementation of capacity methodology, as amended.

2. The Performance audit working and management response has
been sent to the Board. Auditors to present to the Board on June
23rd.

3. Market conditions and competition on construction work
packages are causing concerns. Monitoring closely.

Perspective Perform
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March 2014

Narrative Comments:

1. Staff is evaluating alternative funding to support the "HS additional
criteria” for RHS & FHS projects. Expect to have an update at the Board

Strategic Obj.  Perform

: A
meeting on 6/23. Good Budget Perspective B
[ concems c
2. IP 14 construction bids exceeded original budgets. However staff has Difficulty . D
made adjustments to ensure full work scope will be accomplished. verage H
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Objective A

Project Budget and|

Initial Cost Estimate of Approved Scope

> 15% Contingency Available

Scope Aligned

Master Plan
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Objective B
Planning & Design
Costs within
Budget

|Pr0jected Total P & D Costs

Within Budgeted Amount

Obijective C
Construction Costs
within Budget

Construction Cost Award Price or GMP

< 90% of Construction Budget

Construction Cost Current Estimate

Per Schedule
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Objective D
Project within
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Total Project Costs Within Budgeted Amount
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March 2014

Narrative Comments:
1. Although FHS schematic design (SD) was completed late, staff expects to

makeup the time during the balance of design/construction and staff remains
confident the project will complete on time if no additional delays hamper G°°d
forward progress.

Concerns
Difficulty

2. RHS Team presented SD recommendations. Adoption scheduled for June

23. SDs are approx 110 days behind schedule hence the "red" cell. Staff is

Strategic Obj. Perform
A
B
C
D
Average
cautiously optimistic the project can resume schedule if no additional delays

hamper forward progress. 2012 Bond Projects

3. All six IP2014 construction contracts have been awarded. Schedule cells
are "yellow" due to compressed summer construction timelines.
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Improvements 2014

Roosevelt HS
Faubion K8
Franklin HS
Improvements 2015
Grant HS
Improvements 2016
Improvements 2017
Improvements 2018
Improvements 2019

St_rate_glc Performance Measures Performance Targets
Objectives
Objective A Occupancy Date Goal Established
Target & Strategy | 2 |Project Execution Strategy Developed
3 |Overall Project Schedule Established
Objective B 4 |Design Contract Award
Spieci gn Contac [ [
Permitting & 5 [Schematic Design Completed Green = < 0 weeks impact on
';es‘gd" Iphases on| 6 |Design Development Completed scheduled design completion
Chedule
7 |Land Use Permit Approved date. Yellow =0 - 4 weeks;
8 |Construction Contract Documents Red >4 weeks
9 [Building Permit Approved
Objective C 10 |Prime Contract Notice to Proceed Green = < 0 weeks impact on
Construction on — N
Schedule 11 |Construction Started scheduled construction
completion date. Yellow =0 -
12 |Substantial Completion Date 4 weeks; Red > 4 weeks
Objective D 13 |FF&E Ordered o
Meet Occupancy / - Same as Objective C
Completion 14 |FF&E Delivered and Installed
Schedule Target
Green = < 0 weeks impact on
15 |Projected Occupancy Date scheduled date. Yellow=0-4 - | | | | | | | | | - | | | | | | | | | | |
weeks; Red > 4 weeks Projected Occupancy Dates
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March 2014

Narrative Comments:

. . X Strategic Obj.  Perform
1. OSM continually solicits feedback from the various groups. A
Feedback has been overwhelmingly positive to date. g‘)’g:gms g
Difficulty Average
2. FHS DAG members indicated strong support for the community
engagement.
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Objective A Project Scope Meets Educational Needs

Meets Educational
Needs

Design Meets Educational Needs

Construction Meets Educational Needs

Green: Rating of >4.0(1-5

scale) Yellow: 3.0 - 4.0; Red:

3.0

R

Objective B
Meets
Maintenance /
Facility Needs

Project Scope Meets Maint. / Facility Needs

Design Meets Maint. / Facility Needs

Construction Meets Maint. / Facility Needs

Green: Rating of >4.0(1-5

scale) Yellow: 3.0 - 4.0; Red:

3.0

===

Obijective C
Design Advisory
Group (DAG)
Needs

Project Scope Meets DAG Needs

Design Meets DAG Needs

Construction Meets DAG Needs

Green: Rating of >4.0(1-5

scale) Yellow: 3.0 - 4.0; Red:

3.0
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June 2014
Narrative Comments:
Strategic Obj.  Perform
o i - A

1. Contractors have begun enrolling in the Workforce Training & Hiring Good B

Program. PPS is currently negotiating an extension with the City to continue [ |concems c

program administration. Difficulty Average

2. OSM has populated student participation data based upon the new

Performance Targets. Cells are populated as activities are completed and

data received. If no activities on a given project or Tier group have been | 2012 Bond Projects

completed the cell remains blank until activities are completed. All cells will

be filled in at the end of each project.
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Strategic
N 4g Performance Measures Performance Targets | | ‘ ‘ | | ‘ ‘ | ‘ | ‘
Objectives
Objective A Project objectives established

Meets Aspirational
MWESB

Consultants - % of payments made to
MWESB owned

Green: MWESB >18% Yellow:
MWESB >10%; Red:

Contractors - % of payments made to MWESB
owned

MWESB <10%

Objective B
apprenticable
trade participation

Project objectives established >$200k
contracts

Green: participation >20%

Contractors % of labor hours/apprenticable
trade

Yellow: participation >10%;
Red: participation <10%

Obijective C
Meets student
participation

Project objectives established >$100k
contracts

Tier 1 - Group Activities
EG: career fairs, guest speakers

Green: > 3000 students
Yellow: 2000-3000 students
Red: < 2000 students

Tier 2 - 1-on-1, Short-Term Activities
EG: job shadows, mock interviews

Green: > 500 students
Yellow: 250-500 students
Red: < 250 students

Tier 3 - 1-on-1, Long-Term Activities
EG: internships

Green: > 25 students
Yellow: 10-25 students
Red: <10 students
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Project Cost Summary Report for 2012 Capital Improvement Bond Program

Capital Program Start Date: ~ Nov 2012
Capital Program End Date: Nov 2020

Project Name

Franklin HS Modernization
Grant HS Modernization
Roosevelt HS Modernization
Faubion Replacement
Improvement Project 2013
Improvement Project 2014
Improvement Project 2015
Improvement Project 2015 - SCI
Improvement Project 2016
Improvement Project 2017
Improvement Project 2018
Improvement Project 2019
Master Planning - Benson HS
Master Planning - Cleveland HS
Master Planning - Jefferson HS
Master Planning - Lincoln HS
Master Planning - Madison HS
Master Planning - Wilson HS
Swing Sites & Transportation
Marshall Swing Site - Bond 2012
Educational Specification

Debt Repayment

2012 Bond Program

Original Budget

81,585,655
88,336,829
68,418,695
27,035,537

9,467,471
13,620,121
13,521,066

15,274,437
6,796,707
9,062,119

191,667
191,667
191,667
191,667
191,667
191,667
9,550,000

45,000,000
93,181,361
482,000,000

Approved

Budget Changes

9,577,503
(9,229,053)
13,824,059
2,143,669
2,595,366
2,586,678
(983,607)
2,048,500
(2,955,183)
3,395,649
(6,748,050)
1,949,393
(30,000)
(30,000)
(30,000)
(30,000)
(30,000)
(30,000)
(4,620,000)
4,000,000
300,000

(1,041,114)
16,663,809

Current Budget

91,163,158
79,107,776
82,242,754
29,179,206
12,062,837
16,206,799
12,537,459
2,581,763
12,319,254
10,192,356
2,314,069
1,949,393
161,667
161,667
161,667
161,667
161,667
161,667
4,930,000
4,000,000
300,000
45,000,000
92,140,247

499,197,072

Estimate At
Completion

82,069,041
71,196,998
74,026,637
25,500,096
11,970,613
14,586,119
11,634,751
2,228,434
10,471,366
8,663,503
1,966,959
1,656,984
161,667
161,667
161,667
161,667
161,667
161,667
4,930,000
4,000,000
287,792
45,000,000
68,911,667

440,070,962

Report Run Date:

Forecasted

Over/(Under)

(9,094,117)
(7,910,778)
(8,216,117)
(3,679,110)
(92,224)
(1,620,680)
(902,708)
(353,329)
(1,847,888)
(1,528,853)
(347,110)
(292,409)

(12,208]-

(23,228,579)
(59,126,110)

06.01.2014

Actuals
Approved

1,533,506

1,009,135
868,099
11,923,735
1,708,484

144,714
240,843
45,000,000
6,408,727
68,837,242





