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OMF Bureau Advisory Committee Report
FY 2015-16 Budget Process

About the OMF Budget Advisory Committee

The Office of Management and Finance (OMF) implemented an Advisory Committee in 2006
comprised of primary customers and stakeholders. The committee includes six non-OMF bureau
directors, two Mayor/Commissioner staff members, as well as three labor representatives and three
community members (membership list below). Chaired by OMF’s Chief Administrative Officer, the
committee meets to advise OMF on project and program questions, customer service issues, and
budget decisions. The Advisory Committee convenes as OMF’s Budget Advisory Committee (BAC)
during the budget process.

Budget Advisory Committee Recommendations for FY 2015-16 OMF Requested Budget
For the second consecutive year, OMF formulated a Requested Budget submission for FY 2015-16
based on the Mayor’s guidance of a stabilization budget and priorities of equity and opportunity,
complete neighborhoods, and emergency preparedness. The decision packages proposed for this fiscal
year are critical needs or services requested by customers. The committee acknowledges the difficult
decisions OMF has to make in determining which decision packages to ultimately include in their
request. In addition, the opportunity to learn about these service delivery challenges and provide direct
feedback during the decision making process was appreciated.

While the BAC generally supports OMF’s proposed decision packages, there are concerns about the
implications of the interagency funding decisions on City bureaus should Council decide to accept the
packages and not provide General Fund relief. This would mean that City bureaus would have to find
the money in their existing budgets to offset their allocated portion. We also heard some of these
charges would impact other funds in a way that would be more than could be absorbed in this year’s
rates, which would require other cuts to their budget.

Process

In September and October, OMF bureaus and divisions provided information regarding challenges and
opportunities in meeting service demands, as well as ideas for realignments, changes to service, and
possible decision packages. This was an opportunity to provide early feedback as ideas were taking
shape for the budget.

In December, OMF bureau directors identified and shared significant issues taken into account for this
budget process, early thoughts on decision packages, and a list of OMF’s current performance
measures. Along with the rest of the City, OMF will be revising performance measures to focus on
outcome measures. Feedback was encouraged in all areas.
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The budget equity tool for analyzing budgets was distributed to committee members for reference
when making recommendations on decision packages and members were encouraged to look at
decision packages through an equity lens. OMF’s budget equity assessment will be distributed to
committee members prior to the Requested Budget submission, however it was not available at the
January meeting, prior to this report, because it was still being completed.

In January, the OMF Advisory Committee had a final discussion on the shorter list of possible decision
packages, as well as previewing decision packages that are being considered by Council and may not
be included in the OMF budget. A list of potential Key Performance Measures was also discussed.

BAC Feedback on Specific Decisions Packages

The BTS Off Site Data Center package proposing to move the data center from the Portland
Building into an offsite location caused concern. The package asked for $3 million in one-time
funding and $1 million in ongoing funding. The BAC recognizes the importance of a secure
data center but expresses concern regarding the center’s potential close-in location. Members
questioned the rationale of moving the center out of the Portland Building in light of the
potential seismic work that is being planned for the renovation project. BAC members support
having data backup in a remote location for disaster preparedness purposes, but would not
support a data center move to a close in location. It was mentioned that if this package moves
forward with the amounts indicated, it will significantly impact bureau budgets. For some
bureaus, the implication may be that staff has to be reduced to offset the increase to their
interagency agreement to fund this package.

e Note: After Advisory Committee discussion, it was determined that this decision
package would not be included with the FY 2015-16 OMF Requested Budget. Funding
may be required in FY 2015-16, but additional development and work with stakeholders
is necessary before proceeding.

There was support for the one-time funded, revenue generating IRS Data Exchange and
Franchise Agreement Auditor positions, as this initial year will allow for proof of return.
Funding for the current phase of work on the Portland Building project will be taken from
existing funds as a realignment. It was noted that some other work would not be done in
anticipation of this project moving forward.

There were no concerns about the two BIBS Facilities packages that were funded directly by
bureaus through Interagency Agreements — Police Facilities Liaison Position and Facilities
Maintenance Technician Apprenticeship Program through BDS.

While not a decision package, the BAC discussed the cost incurred by the bureaus for the new
Payment Gateway. This is a necessary service, but it will be an additional expense, particularly
for PBOT and Water. There is support for a Payment Card Industry (PCI) standards compliant
solution.

It was noted that the two BHR decision packages were changed to one-time funding in order to
meet an ongoing need. However, there was no support for reducing other BHR services to
meet this need.

The Facilities Coordinated Campsite Clean Up program was highlighted. City bureaus
participating in the program felt there is a need for this service due to ongoing costs associated
with cleanups. The work will happen whether there is a centralized service or not, and a
coordinated effort has benefits. However, it was also pointed out that this program could use
more guidance to function in a way that meets many needs, including the people who are



residing in the camps. The Housing Bureau plans to partner with Facilities to improve the
program.

o0 Note: After Advisory Committee discussion, it was determined that this decision
package would not be included with the FY 2015-16 OMF Requested Budget. Funding
may be required in FY 2015-16, but additional development and work with stakeholders
is necessary before proceeding.

Key Performance Measures

OMF’s draft Key Performance Measures (KPMs) are outcome based and highlight the main
components and services of OMF. Each OMF bureau has at least one proposed KPM. The BAC
supports OMF’s proposed KPMs, but wanted to make sure they were written in a way that was easily
understood.

OMF Budget Advisory Committee Roster

Members

Amalia Alarcon de Morris, Director, Office of Neighborhood Involvement
Tim Crail, Policy Advisor, Commissioner Fritz’s Office

Mike Greenfield, Public Member

Donna Hammond, Labor, IBEW

Carol Justice, Labor, AFSCME, Local 189

Erin Janssens, Chief, Portland Fire & Rescue

Traci Manning, Director, Portland Housing Bureau

Robert McCullough, Public Member

Fred Miller, Chief Administrative Officer, Office of Management and Finance
Larry O’Dea, Chief, Portland Police Bureau

Paul Scarlett, Director, Bureau of Development Services

David Shaff, Director, Portland Water Bureau

Gail Shibley, Chief of Staff, Mayor’s Office

Gerry Verhoef, Labor, COPPEA

Vacant Public Member

OMF Leadership Team

Betsy Ames, Senior Policy Analyst, Office of the CAO

Jeff Baer, Manager, Public Safety Systems Revitalization Program

Ben Berry, Chief Technology Officer, Bureau of Technology Services

Jane Braaten, Manager, Business Operations Division

Bryant Enge, Director, Bureau of Internal Business Services

Anna Kanwit, Director, Bureau of Human Resources

Satish Nath, Manager, Enterprise Business Solution (EBS) Division

Ken Rust, Chief Financial Officer, Bureau of Revenue and Financial Services










































































































































































































































































































































































































































Project Detail Office of Management & Finance

Capital Program Revised Requested Capital Plan
Project Prior Years FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20 5-Year Total
IRNE Net. Tech. Refresh Total Project Cost: 2,582,947 Area: Citywide
Confidence: Moderate Original Cost: 653,316 Objective: Replacement

Project Description

This project includes capital and lifecycle improvements to the existing Integrated Regional Network Enterprise (IRNE) infrastructure. Work includes capacity
upgrades, end-of-life equipment replacement and establishing an intertie with the Multnomah County telephone system. This project is funded by interagency
revenues.

Total Expenditures 777,775 330,000 400,000 1,000,000 75,000 75,000 75000 1,625,000

Net Operations and Maintenance Costs 25,000 25,000 25,000 25,000 25,000

IRNE Voice System Tech. Refresh Total Project Cost: 2,766,000 Area: Citywide
Confidence: Moderate Original Cost: 3,135,920 Objective: Replacement

Project Description

This project includes the Migration from, and ultimate retirement of, Lucent 5ESS as primary voice switch. It also includes the migration to Avaya
Communication Manager PBX, establishment of fault-tolerant architecture, and enhanced connectivity to Public Switched Telephone Network. This project is
funded by interagency revenues.

Total Expenditures 0 0 783,509 1,982,491 0 0 0 2,766,000

Net Operations and Maintenance Costs 0 0 0 0 0

Microwave Radio Upgrades for Spur Sites Total Project Cost: 375,000 Area:  Southeast
Confidence: Moderate Original Cost: 433,500 Objective: Replacement

Project Description

BTS upgraded their main microwave loop with Aviat Eclipse radios. This project will upgrade their spur microwave links to an internet protocol (IP) based Eclipse
radio with TDM (T1 - fiber optic line for digital transmission service) capabilities. There is a need for more IP bandwidth at sites and this will help to improve BTS
capabilities to provide it. This also allows for easier maintenance of the system by putting it all on a single platform. Funding for this project will be from
technology reserves.

Total Expenditures 0 0 125,000 125,000 125,000 0 0 375,000

Net Operations and Maintenance Costs 0 0 0 0 0

NEW - Mobile Application Management Total Project Cost: 125,000 Area: Citywide
Confidence: Moderate Original Cost: Objective: Efficiency

Project Description

This projects establishes a Mobile Applications platform that will allow for BTS to deliver mobile applications to city customers. The city-wide IT strategic plan
identifies mobility as one of the highest priority initiatives. This platform will allow for standards based development, maintenance and consistent support across
the enterprise.

Total Expenditures 0 0 125,000 0 0 0 0 125,000
Net Operations and Maintenance Costs 0 15,000 15,000 15,000 15,000
City of Portland, Oregon - FY 2015-16 Requested Budget 3
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trainings and programs to ensure the work environment is appropriate and welcoming to those who have a
disability. This benefits both employees and customers.

One-time funding is requested in FY 2015-16 to accomplish some of the listed tasks and at the very least
continue the work we have already started. This budget request is supported by the Portland Commission
on Disabilities. Human Resources is unable to fund this request within existing appropriation without
cutting other vital services. In addition, it is anticipated that the Bureau will be supporting various Office
of Equity and Human Rights initiatives that will impact Human Resources services.
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Bureau of Human Resources
Health Fund

The Health Insurance Fund covers the costs incurred for claims, claims administration, internal
administration and stop-loss insurance for the self-insured CityCore program, which is the medical
coverage elected by the majority of City’s employees, COBRA enrollees, and retirees. The Health
Insurance Fund also covers the Seasonal Maintenance Worker union plan and the costs incurred for the
self-insured Dental program elected by the majority of City employees, COBRA enrollees and retirees.

Health Plan Funding

Health care costs are predominately measured in terms of the premiums the City pays to obtain coverage
through an insurance carrier (e.g. Kaiser) and the “premium equivalents” assessed for the City’s self-
insured health and dental plans. The City shares the costs of its medical, dental and vision plan offerings
by paying 95% of the total cost with employees paying the 5% balance (for full-time employees). The
only groups outside this funding model are the Seasonal Maintenance Workers, who pay 10% of the total
cost, and employees who are part of the Portland Police Association (PPA). For PPA members, the
Bureau and employees contribute the same 95/5 for the insured CityNet plan, but the premium share for
Kaiser Participants can vary as participants pay the difference in value between the two plans. Currently,
PPA Kaiser participants do not have a premium share contribution.

The City projects its health fund costs over a five-year forecast period. AON Hewitt Consulting assists the
City in its continuing plan design review and preparation of the five-year forecast. It is important to note
that the forecast is based on a number of assumptions that may not remain static over a five-year period.
As a result, the actual fund balance is expected to vary from what is projected within the forecast. Updates
are provided to the City every six months.

Health Fund Reserve

The fund maintains two components to its reserves. The first component is a restricted reserve covering
the Incurred But Not Paid (IBNP) requirements. This component of the reserve is in accordance with
standard industry practice and guidelines, and includes all liability components incurred but not yet paid.
The recommended IBNP reserve is actuarially determined by AON Hewitt Consulting, which was
forecasted to be $4.6 million on June 30, 2014, the next forecast will be June 30, 2015.

In addition to the IBNP reserve, an additional $6.4 million Risk Based Capital (RBC) reserve has been set
aside pursuant to National Association of Insurance Commissioners (NAIC) requirements. The four major
components of RBC formulae are: underwriting risk (insufficient premiums relative to expense), asset
risk (default, reinsurance failure), credit risk (stop loss recoveries, fully insured medical, dental and vision
premiums, administrative service agreements, fees and prescription rebates), and business risk (expense
overruns). The newly calculated RBC reserve replaces previous reserve components (e.g. large claim and
contingency).

Furthermore, a new policy has been introduced to calculate when it is appropriate to use excess reserves
to moderate future rate increases. The new policy recommends targeting any reserve surplus above 125%
of RBC for use as a subsidy (buy-down) on future rate increases. Conversely, the policy also recommends
targeting any reserve deficit below 75% of the RBC as the threshold by which the plan actuary would
calculate a surcharge into future rate increases building up the RBC reserve to a fully funded level. Large
claims above $350,000 continue to be covered by stop loss insurance and the City pays premium to its
Third Party Administrator for the coverage.
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Health Plan Experience

In FY 2013-14 the City increased the premium rate by 8.9% for its self-insured medical plan. Increases
for FY 2013-14 were projected to be higher than 8.9% but the Labor Management Benefits Committee
worked collectively to design the plan to provide other savings. The total FY 2013-14 insurance premium
collection from bureaus increased by approximately 5.8%. The lower overall revenue growth is due in
part to the 2.1% drop in the self-insured plan enrollment, and because the self insured dental plan
premium rate was held flat.

FY 2014-15 budgeted plan total costs are projected to increase by 4.2% above last year’s actual costs of
$48.3 million. The level of exposure to catastrophic claims for injury and illness appears to have flattened
out after sharp increases in FY 2011-12 and FY 2012-13; along with slight decline in some chronic
conditions and moderation of medical claims, which are in line with overall national trends.

Based on the most recent forecast, updated on October 3, 2014, AON Hewitt Consulting anticipates a rate
increase of about 2.9% updated in January 2015 for all health care plans in FY 2015-16 and anticipates
the average annual growth to be 6.2% over the five-year forecast period. The City will continue to pursue
effective chronic disease management programs and evaluate plan design options to reward employees
for healthy behaviors as a strategy to moderate future cost growth. The projected FY 2015-16 rate
increase and annual growth assumptions by AON Hewitt do not include any calculated reserve subsidy. It
is anticipated that funds will be available to lower increases in the FY 2015-16 plan year.
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Bureau of Internal Business Services

The following sections will address major financial issues for each of the five Bureau of Internal Business
Services (BIBS) division funds, as well as the Bureau of Fire and Rescue and Emergency Service General
Obligation Construction Fund and the Public Safety General Obligation Bond Program. Mayor and
Council priorities, the OMF FY 2012-17 Strategic Plan, and the BIBS mission statement of supporting the
City and other local government programs by providing professional, cost effective fleet, facilities,
reproduction and mailing, procurement and risk management services are all considered when
determining how to address each of these issues.

-161 -



Bureau of Internal Business Services
CityFleet

CityFleet Facility

The current fleet maintenance facility is outdated, poorly configured, and does note efficiently meet the
needs of fleet operations. It provides only a fraction of the required workspace, and is in need of major
repairs. A new Municipal Service Center (MSC) would consolidate similar City services, improve
efficiency, lower costs, and better serve our community. Improving the City’s MSC is essential to meet
increasing service demands of a growing city and even more critical in the event of a major catastrophe.

The Office of Management and Finance and the Bureau of Transportation agreed to split the cost of
developing a comprehensive MSC Master Plan. This plan will include stakeholder input to build a
scalable facility for the City’s future needs. For example, the City is working to compress gas from the
Columbia Wastewater facility, which is currently flared to the atmosphere, for fueling vehicles. The City
needs a facility capable of safely working on natural gas powered vehicles. The fuel cost savings would
be significant, contributing to the return-on-investment. Further, a new MSC could provide a modern
facility for fire apparatus repairs, parts, and personnel. A modern MSC would provide more economical
and effective support for essential daily operations across City bureaus, safe annual snow and ice response
coordination, and efficient regional emergency response.

CityFleet Fuel Stations

CityFleet is responsible for managing nine fuel stations. These stations enable the use of specialized
alternative fuels, multiple fuel blends, and quality control of the fuel dispensed to the City’s vehicles and
equipment and to other government agencies. Large capacity tanks enable wholesale bulk fuel purchases
and provide extended storage for emergency fueling. Contract bulk purchases for unleaded and Ultra Low
Sulfur Diesel (ULSD) fuel is about 10% below Portland’s retail market pricing.

To meet State Department of Environmental Quality (DEQ) requirements, efficiency goals, and improve
accountability, CityFleet has replaced Sandy River, Bull Run, and Stanton Yard fuel stations, as well as
added a fuel station at the Police East Precinct.

The City’s remaining fueling sites are past their useful life and debt financing was approved by Council in
the FYY 2014-15 Fall BMP. Replacing the fueling stations will ensure compliance with DEQ standards and
meet the needs of the City. Facilities estimated the cost of the five remaining tank projects, including 15%
project contingency and estimated $9.7 million. These stations are: Columbia Wastewater Treatment
Plant ($2.1 million), First Avenue Garage ($2.2 million), Mt. Tabor Station ($2.2 million), Interstate ($2
million), and Kelly Building ($1.2 million).

Two new stations were also approved in the Fall Budget Monitoring Process. The City has a strategic
need to provide fueling capabilities west of the Willamette River near the downtown area and on
Portland’s eastside. These much needed fueling stations will provide fuel for incident and emergency
responses in more cost effectively and more timely. The City recently acquired land on the Westside to
meet emergency event needs. A site master plan is being developed, including planning for an above
ground fuel station, which would cost an estimated $3.1 million. Construction of an eastside station is
estimated to cost $800,000, bringing the total program to an estimated cost of $13.6 million.

Major Capital Items

Each fiscal year CityFleet adds or replaces capital items such as vehicle hoists, tire machines, diagnostic
equipment, shop tools, jacks, hose reels, and fuel management systems. The cost is about $220,000 per
year.
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Electric Vehicles

CityFleet continues to implement green initiatives, including using B-20 biodiesel for the entire diesel
fleet and implementing hybrid and electric technologies. “The Portland Way,” adopted by City Council in
2009, plans to convert feasible fleet vehicles to 20% electric by the year 2030. Of the electric vehicle
classes available today, the City has 11% (62) electric and 20% (119) hybrid vehicles.

To accelerate the City’s efforts in reducing emissions, fuel consumption, and operating costs, the City
could replace 108 of its light-duty gasoline sedans with all-electric vehicles. The pilot program would
require the City to pay the difference between gasoline-powered sedans and electric sedans. Per the
current state price agreement, the cost would be approximately $877,000 over a five year period.
CityFleet is reviewing options to purchase electric vehicles from the manufacturer at a reduced cost.

Vehicles include a 110 volt on-board charging system, but would require outlets where vehicles are
domiciled. A fast charge 220 volt charging systems would cost about $6,500 per charger, not including
installation costs. The estimated number of chargers needed is about 50 units at $6,500 each, and is
estimated to cost $325,000 over the next five years.

No funding is in place for these two electric vehicle initiatives, nor is any funding being requested for FY
2015-16.

Fuel Costs

The volatility of the world petroleum market has caused dramatic fluctuations in the cost for fuel. Since
the cost of fuel is affected by a number of factors, they are difficult to predict. CityFleet uses many fuel
cost models, like the Energy Information Administration (EIA) Department of Energy data to forecast the
bureaus fleet budgets.

Alternative Fuels and Hybrid Vehicles

To further support the City’s sustainability goals, CityFleet continuously seeks to improve air quality,
reduce dependence on foreign oil, reduce environmental impact, control costs and reduce vehicle
emissions through a comprehensive Green Fleet Vehicles Implementation Program. This program
includes an analysis of every vehicle and piece of equipment to determine the optimal balance between
functionality, fuel type, fuel consumption, emissions, and economics. There are costs associated with
procuring alternative fuels, fueling infrastructure, hybrid drive systems, and other sustainable
technologies, but the City strives to be a good steward of the environment and a model for sustainability.

Graham Building

To provide operating and financing certainty, the Graham building should be studied as part of the MSC
project. In 2008, CityFleet vacated the building on SE Powell and moved into leased space at the 810 N
Graham Street. On January 23, 2012, the lease was extended for five years until May 31, 2017. Within the
timeframe of this lease, CityFleet may have the opportunity to purchase the building. Purchasing the
building would require new a new funding source, such as one-time discretionary funds or the ability to
debt finance the cost. Debt financing may require a customer rate increases above current service level,
and customer support would be needed. Customers are now seeing the advantages of the Graham building
in the form of reduced costs due to more efficient body shop work, vehicle outfitting and the reduced
need to shuttle vehicles and parts across the city.

Provision of Services to Outside Agencies

Recognized as a leader in the industry for providing excellent fleet services, CityFleet has been asked by
multiple outside agencies to enter into formal Intergovernmental Agreements (IGA’s) for its services.
Outside agencies receive the benefit of a full service fleet operation while current City customers receive
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added value through expanded coverage across the City — making it more convenient for daily operations
and putting the City in a better position to respond to emergency situations. Potential benefits to all
customers include lower labor rates, more service locations, and lower parts and fuel costs due to volume
purchasing.
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Bureau of Internal Business Services
Facilities Services

Major Maintenance

Facilities Services collection for major maintenance reserve continues to be inadequate to meet the
growing major maintenance needs of the facilities. Overall, Facilities Services rental rates now collect
only 1.2% of building replacement value each year for major maintenance. This is down from prior years,
and below the industry standard of 3%. This decrease reflects rapidly escalating costs to replace buildings
(over regular inflation), increasing number of new facilities, increasing only the major maintenances
component of rental rates at the level of inflation, increasing age of inventory and cutting major
maintenance collections or keeping it flat.

Consequences of an insufficient major maintenance reserve include deferring major maintenance projects
until funding is available and the inability to replace or renovate large building systems when needed.
Currently, the practice for major maintenance projects is essentially a pay-as-you-go process, and there
may not be enough funds in reserve to replace or renovate large building systems when the time comes.
Based on projected collections and requirements over the next five years, a majority of the OMF owned
properties will have an unfunded liability of high priority projects.

Facilities Services Management System

Facilities Services is conducting a comprehensive assessment of its various systems to track and manage
work orders, small and large projects, and real property transactions. Facilities Services desires to
improve customer accessibility, transparency, timeliness of information, budget forecasting, and reduction
in staff time related to processing work requests. In addition, to improve major maintenance planning a
more robust building condition assessment program is needed. The following are the systems being
reviewed:

Facilities Project Management Software

Develop and implement an automated centralized facilities project management tool that
documents and organizes project development cycle information including: project scope, budget
management, time management, and task assignments. The tool will provide reports for
monitoring project development cycle, including documenting changes in the cycle. This tool will
allow for customer access, project tracking, schedules, project notes, updates, procurement
timelines, and Council action tracking.

Facilities Work Order Upgrade

The work order system currently used is no longer supported by IBM. As such, Facilities Services
is exploring the best approach to update its system, incorporating needed features that the current
system does not provide. The new system should reduce or eliminate duplicate entries and create
staff efficiencies.

Facilities Property Management

This new system will provide easily accessible property information, lease data, income
expenses, projected rents, terms and conditions, inventory, square footage, square foot costs,
property tax information, activity due dates and other property specifics. The new system will
save staff time and create significant process efficiencies.

Facilities Condition Assessment
This new system will provide for a more comprehensive and organized approach to these
inspections, along with a more robust tracking system that incorporates information about the age
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of equipment. As part of the assessment, Facilities will perform a thorough assessment of each
facility (interior and exterior), including grounds, architectural components, civil/structural, and
mechanical/electrical building systems. Several additional non-OMF buildings will be included in
various aspects of this study. A seismic study is included for OMF owned buildings and in a
number of locations as requested by Portland Bureau of Emergency Management and partner
Bureaus. Creating a standard for building conditions will allow for improved strategic planning
and project forecasting.

City Hall Improvements

Preservation of historic City Hall is essential to protect the investments made by the City in the
renovation of this building. At over 100 years old, care must be given to all building systems to ensure
efficient and proper operations, while preservation of building components protect the infrastructure.

Eco Roof

The useful life of the current roof membrane on City Hall is nearing the end. A study indicated
that although the roof at City Hall has different structural capabilities at different locations, the
building can be retrofitted with an eco-roof system substantial enough in both area and depth to
provide significant environmental benefits. Since City Hall is listed on the Register of Historic
Places, the proposed eco roof will likely require review by Historic Design Review.

HVAC Replacement

The useful life of the 110 heat pumps used to provide HVAC for City Hall have been extended
about seven years beyond normal. This is now at a point that replacement is no longer deferrable.
A survey is being conducted to see if there are options that would allow a “central plant” or
“energy district” between our core located buildings or if the best option is replacement with in
kind units. If a central plant or energy district is determined to be the best option, a measure will
need to be taken to ensure project alignment with the Portland Building renovation.

Exterior Cleaning and Restoration

The exterior of the building requires regular and ongoing work to preserve and protect the
delicate sandstone. Seismically reinforced balustrades require significant work to restore and
secure due to deterioration.

Portland Building Exterior Envelope Restoration and Structural Improvements

In FY 2015-16, Facilities Services proposes to engage preconstruction services from a construction
contractor for design, construction and cost review. This work will provide detailed and necessary
direction on how best to design and construct needed repairs to the Portland Building, using a
construction contractor to identify cost efficient construction phasing and methodology having the least
impact on tenant business operations in the Building. It will provide the information needed to develop a
full financing package.

Due to ongoing water intrusion issues, a major maintenance project was started in FY 2012-13 to
thoroughly assess water intrusion and structural integrity of the Portland Building, provide conceptual
design for repairs, and provide cost estimates for repairs. Additional assessment, conceptual design and
conceptual cost estimates will be completed in FY 2014-15 for interior improvements, including interior
systems, energy and sustainability, ADA, space efficiency, and environmental controls. Based on the
results of the assessment, implementation of the identified repair solutions is recommended.
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Portland Building Emergency Power Upgrade

The emergency generator power for the Portland Building’s fire life safety system was
determined to be inadequate. A 600 KW generator was installed to support these systems in 2013.
In FY 2014-15, a project is planned to implement an emergency power load shedding system for
non-emergency and non-required systems connected to the new generator as well as its backup
generator.

Portland Building Egress and Lighting Upgrade

The Portland Building egress lighting needs to be updated and an egress plan needs to be created
in order to be compliant with Fire Code. Additionally, the Portland Building has an aged lighting
system that needs to be updated. Not only are these lights failing at a higher rate as they age, they
are also becoming less efficient. Cost for this project is estimated at $930,000 and would save the
City approximately $100,000 annually, once implemented.

Space Planning
Projects to improve tenant spaces or move bureaus within City facilities are being kept to a

minimum.

Resource Management

The City’s annual cost for energy and other resources is more than $2 million, and continues to be
difficult to track and estimate beyond one year. In an effort to strategically manage these resources,
Facilities is implementing a strategic resource management program that will include the purchase and
development of a tool that will track and monitor the resources we use. Additionally, Facilities Services is
upgrading the building control systems to provide better monitoring of energy usage.

Building Controls Upgrades

Many of the buildings owned and operated by OMF have obsolete control systems needing upgrades or
replacements. This project will provide a server based building controls system maintained by the Bureau
of Technology Services. The objectives will be to allow building technicians to access the building
controls via the internet or the City network, provide an efficient way to upgrade control software, as well
as Microsoft operating software; and provide fewer systems on which to be trained;.

Portland Police Bureau Facilities

Work will continue on vacant retail and non-City office space at various Police facilities to achieve
maximum space use and income revenue. In addition, water intrusion issues at the Kelly Building, boiler
replacements at St. Johns and Kelly Building, water pipe replacements at the Justice Center, parking lot
sealing at Walnut Park, driving course resurfacing at the Police Training Center and ADA improvements
at all locations will make up the majority of the work that can be funded under the current reserve
collection rate.

Union Station

Union Station is managed by Facilities Services through an agreement with the Portland Development
Commission (PDC), the building owner. The building is old, and despite ongoing major projects,
continues to need significant maintenance, including seismic upgrades, electrical and plumbing system
replacements, ADA upgrades, and major interior improvements. The estimated $45 million needed to
complete restoration of Union Station exceeds its major maintenance reserve and the current revenue
stream from building operations.

Facilities Services recently completed a large, two-phased project funded through transportation

enhancement grants and American Recovery and Reinvestment Act (ARRA) funds to help with critical
building improvements, focusing on the building’s leaking roof. The Portland Development Commission
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was recently awarded additional funding from the Federal Rail Administration for a Phase 111 Facility
Improvements project to complete design and environmental planning (PE/NEPA) and track
improvements for the remainder of the necessary repairs to the facility. Facilities and PDC are working
together to develop a funding strategy to fully renovate this iconic building.

Jerome F. Sears Operations Center

The City took possession of the former US Army Reserve Center in July 2012. The site was acquired
from the Army under the condition that it be used primarily as an emergency operations center. The 3.66
acre site has a two-story building of 24,120 square feet, a vehicle maintenance shop of 4,789 square feet,
and a metal fabricated storage building of 4,853 square feet.

In June 2013, a master plan was completed that identified four funding levels to phase in the work that is
required to occupy the building, prepare the site for use by City bureaus, including installation of a fuel
station; and to ultimately upgrade the two-story building to essential facility status. It was determined that
the property currently zoned R-1 (medium-density residential) would not permit the activities the City
plans for the site and that it should be re-zoned to an EG2 zone (general employment).

Proposed New Building in partnership with PSU

In early 2014, the Portland Development Commission (PDC) and the City began discussions with PSU
toward an agreement concerning the planned investments by PDC and the City in PSU-related projects,
including investments funded by tax increment financing from an expanded North Macadam Urban
Renewal Area. Among the list of proposed actions by the City and PDC is a City-PSU Tenanting
Partnership which stated that “the City will lease a minimum of 30,000 square feet of office space in a to-
be-constructed or remodeled PSU building”. At the request of the Mayor’s Office and PDC, Facilities
Services and PSU developed a Letter of Intent to outline a working approach to implementing this
project. The City's expected share of project costs during FY 2015-16 is $2.5 million for the architectural
and engineering design phase contract work and City project management services. The City's share of
construction costs is currently anticipated to be approximately $10 million dollars and would be requested
in the FY 2016-17 budget process. The City intends to debt finance the cost of the project with the
resulting debt service paid by bureau tenants. This project is linked to OMF’s role of providing office
space to City bureaus, and OMF will await the direction of the Mayor’s Office in the Proposed Budget.

Mounted Patrol Unit

The Portland Police Bureau’s Mounted Patrol Unit (MPU) has been housed at the Centennial Mills
property owned by PDC. This property has multiple buildings that were constructed over the years and
are in various states of failure. The portion MPU occupies was remodeled in early 2000 and has worked
well up until the past couple of years when the unoccupied portions of the property have structurally
failed to the point it is no longer safe to occupy any portions of the property. PDC has been working on
redevelopment plans for the site, but it does not include space for MPU; therefore, MPU must vacate the
property by April 1, 2015. Facilities, working with PDC and the Police Bureau, developed a new
construction option on a property owned by PDC located in part under the Broadway Bridge and
adjoining the Union Station property. Facilities is also looking for other options, and working to
determine funding options.

Justice Center

The City of Portland and Multnomah County along with a small private retail area own and operate the
Justice Center Condominium. Based on the operations and management agreement, Multnomah County
provides all the common area/systems maintenance and capital work. The Justice Center opened in 1984,
and was not built to the essential seismic building standards. Because this building houses the Multnomah
County Jail and the Police Bureau’s Central Precinct, seismic improvements are necessary so these
operations can withstand and continue operating during and after a seismic event. Multnomah County
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conducted a seismic study of the building in the mid 1990’s. This work identified multiple issues that will
have to be addressed to meet current standards.

Portland Communication Center

The Portland Communication Center building is currently leaking at multiple locations, significant areas
of the roof need replacement, and repairs are required to other exterior building components, such as
siding and walls, in order to weatherproof the building. Because this facility houses both staff and
equipment that must operate 24 hours a day, seven days a week to provide vital emergency response
functions and monitoring, it is critical that this equipment is protected from water damage, and that the
building envelope does not degrade further.

In addition, the current mechanical units located on the roof are at the end of their useful life, are
performing poorly, and are struggling to meet the demands of the technology intensive functions within
the building. These units need to be replaced with high efficiency units as part of the roof replacement
project and this work supports the City's Energy Policy ENN-6.01, which tasks the City with modelling
energy efficiency in the operations of their facilities.

Much of the building was built prior to the development of structural building codes that adequately
mitigated for the earthquake risks that are now known to exist in the Pacific Northwest. The
Communications Center is a critical part of the City's emergency infrastructure, and structural upgrades
are needed to bring the building up to current structural codes.

This project was funded as part of the Major Maintenance and Asset Replacement process during the FY
2013-14 Fall Budget Monitoring Process and involves the following major maintenance components:
o Replace the roof in areas where it is in poor condition and currently leaking, and make repairs at
exterior walls and envelop to address leaking problems.
o Replace specific rooftop mechanical units at the end of useful life.
e Upgrade roof structure to support additional weight of units, and to bring building up to current
seismic code.
e Perform non-structural bracing per current seismic code.
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Bureau of Internal Business Services
Bureau of Fire and Rescue and Emergency Services (BFRES) Facilities
General Obligation Construction Fund

On November 7, 1998, the citizens of Portland authorized the sale of $53.8 million in general obligation
bonds to support a $66.2 million program to improve the City's emergency facilities, including:

e Seismic upgrades to allow firefighters to effectively respond to an earthquake in the metropolitan
area.

¢ Relocation and construction of new facilities to meet the goal of a four-minute response time to

emergency calls.

Renovation of facilities to be consistent with the evolving mission of Portland Fire & Rescue.

Response to Americans with Disabilities Act accessibility requirements.

Changes to fire stations for female firefighter accommodations.

Response to some emergency facilities approaching the end of their useful lives.

Of the $66.2 million program, $62.7 million will be used to improve fire facilities and $2.8 million will
be used to expand the Portland Communications Center.

The projects in the fund will be completed in FY 2014-15. Assuming the balance of the fund’s resources

will be used for a planned refinancing of the program’s GO bonds, the fund will be closed out during FY
2015-16.
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Bureau of Internal Business Services
Public Safety General Obligation Bond Program

On November 2, 2010, the citizens of Portland authorized the sale of $72.4 million in general obligation
bonds to support a $106 million program to improve the City’s public safety infrastructure, including:

Replacement of fire apparatus.

Construction of a fire station.

Construction of an emergency coordination center.
Replacement of the City’s 800 MHz radio system.

The Public Safety GO Bond Fund was approved by Council in December 2010 to account for the bond
sale proceeds. It is anticipated the program will be completed in the five year term of this plan.

The Emergency Coordination Center and Fire Station 21 are complete and the rest of the projects in this
program are projected to be complete by the end of FY 2016-17.
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Bureau of Internal Business Services
Printing and Distribution

Technological Change

Technological changes will continue to be a major issue for the fund over the next five years. It is
important for Printing and Distribution (P&D) to keep current with new technologies, as well as have the
ability to finance and implement them in order to continue providing customers with a high level of
service. The ongoing upgrading and replacement of production systems, which the financial plan
assumes, will facilitate this effort.

Sustainability

Sustainability issues will continue to grow in importance, emphasizing paper stocks used for City
projects. If, in the future, the City chooses to mandate higher levels of recycled content and other
environmental criteria, customer bureaus may see cost increases. Additional recycled content mandates
could be complicated due to the reduced paper making capacity in the region.

Digital Color

Full digital color has become less expensive and more accessible to the bureaus through their copiers and
printers. Color documents printed on these dry toner devices cost significantly less per page than prints
produced on laser jets. To gain the long term benefit of lower costs per print, P&D is working with
bureaus to help find ways to invest in the initial purchase of color copiers and printers to replace current,
aging, high-volume laser jets. After initial placement, the devices will be placed in P&D’s copier
program, and replaced and/or updated per the current program’s guidelines.

Right-Sizing Organization as a Result of Reduced Customer Demand

P&D business is changing as content that used to be printed is now made available online, and an
increasing number of communications are now done through email and social media rather than through
the US Mail. Additionally, technologies like microfilm are being transferred to digital mediums where
they can be accessed online. Due to these changes, P&D has reduced its administrative costs through staff
attrition and reduced space rental. P&D is monitoring how labor capabilities match customer work order
demands.
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Bureau of Internal Business Services
Risk Management — Insurance & Claims and Workers’ Compensation Funds

Confidence Levels
Actuarial reserve targets, as well as the projections of ultimate costs and planned payments, are all based
on the environment in which the Risk funds currently operate. As a result, they do not address:
e Changes to covered individuals.
Changes in the medical use and the cost of new technologies.
Legislation affecting statutory benefits, immunities, defenses, or statutory caps.
Changes in interpretations of statutes by the courts.
Shifting economic conditions, including changes in the insurance market.
Claim settlement patterns.
Internal changes in claims management.

Unknowns such as these are normally addressed by monitoring reserves’ confidence levels. In the
Workers” Compensation Fund, the 75% confidence level has proven adequate to cover the change in
exposure adding sworn police and fire personnel during the first six months of employment (effective
2013), the City’s first on-the-job death claim (filed in FY 2012-13), the higher self-insured retention
(effective 2012), changes in the State’s Workers” Compensation payroll assessment, and modest excess
insurance premium increases.

In the Insurance & Claims Fund, 80% confidence level should provide adequate reserves to address claim
cost increases related to the higher Oregon Tort Claims Act caps allowed by the 2009 legislature,
changing pattern of claim settlements and judgments, higher excess liability insurance premium, and a
forced self-insured retention increase for law enforcement liability (effective November 2013). However,
the changing understanding of earthquake risk may result in an increased cost of property coverage.

Cost of Insurance
The City purchases commercial insurance for exposures not self-insured or to limit the effect of
catastrophic losses on the self-insurance fund.

The Workers” Compensation insurance market has been stabilizing for the last few years after a decade of
flat or reduced premium renewals. A higher self-insured retention ($850,000 per occurrence) was selected
in 2012 to reduce the excess workers’ compensation insurance premium increase. The policy was again
renewed in 2014 for a modest premium increase.

As a budget cut for FY 2012-13, the City did not renew a $20 million second layer of excess liability
insurance above the $10 million base limit. At that time, catastrophic claims were rare and the highest
paid loss was less than $2.5 million. However, the changing pattern of catastrophic law enforcement
liability losses since 2006 has persisted. Since November 2013 excess insurance renewal, the City has a
forced retention of $2.5 million per occurrence for Law Enforcement Liability wrongful acts. The
incumbent insurer, CV Starr, issued a notice of non-renewal for 2015-16. Upon inviting the underwriter to
Portland to meet with Risk Management staff, Chief of Police and City Attorney, the underwriter agreed
to renew without a change of conditions ($1 million retention in covered risk except $2.5 million for law
enforcement liability with $10 million limits) with a small decrease in premium.

The City transfers the risk of major property loss (more than $100,000) of buildings and contents to
commercial insurance. Coverage for earthquake exposure in western Washington and Oregon remains
limited. The City’s earthquake coverage limits dropped from $100 million to $25 million beginning July
1, 2014. The FY 2014-15 Requested Budget decision package to purchase additional insurance to restore
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http://www.portlandoregon.gov/oehr/eeoswf.cfm
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https://www.portlandoregon.gov/bps/article/508117
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