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January 28, 2019
Robin Laughlin, Bond Program Manager
Portland Parks and Recreation
1120 SW 5th Avenue, Suite 1302
Portland, Oregon 97204
Dear Ms. Laughlin
Attached is the report on the Performance Audit of the Parks Replacement Bond Program. The
objectives of this audit were to determine if:


The Bond Program funds were spent in a manner that adheres to the language of the measure
approved by the voters, approving $68 million in general obligation bonds to fix and improve
Portland Parks and Recreation facilities while not increasing the property tax rate from the
current rate of $0.0877 per $1,000 of assessed value; and



The Bond Program is operating in a fiscally responsible manner, including maintaining fiscal
accountability as a core driver, ensuring Bond dollars are clearly and separately tracked, and
ensuring integrity and accuracy of financial statements.

We found that the Bond Program funds were spent in a manner that adheres to the language of
the measure approved by the voters, and that the Bond Program is operating in a fiscally
responsible manner.
Our report contains five findings and eight recommendations that are intended to improve the
efficiency of the Bond Program. These areas of increased efficiency include (1) reviewing and
adjusting how project contingencies and cost escalation for Bond Program staff are calculated and
incorporated into the project budget templates, (2) formalizing the process for timing project
spending and bond issuances, (3) revising the method for charging citywide overhead rather than
Bond Program administrative costs to bond projects, (4) documenting procedures to track bond
and non-bond funding by project, and (5) formalizing and documenting contracting practices.
We would like to thank the Asset and Development Division Manager, the Bond Program Manager
and Bond Program staff, and Portland Parks and Recreation and City of Portland staff for their time
and assistance in preparing this report. We would also like to acknowledge your written response to
our audit findings and recommendations, beginning on page 43 of this report.
Sincerely

Severin Campbell, Principal
Harvey M. Rose Associates LLC

Executive Summary
The objectives of the Parks Replacement Bond Performance Audit were to determine if:


The Bond Program funds were spent in a manner that adheres to the language of the
measure approved by the voters, approving $68 million in general obligation bonds to
fix and improve Portland Parks and Recreation facilities while not increasing the
property tax rate from the current rate of $0.0877 per $1,000 of assessed value; and



The Bond Program is operating in a fiscally responsible manner, including maintaining
fiscal accountability as a core driver, ensuring Bond dollars are clearly and separately
tracked, and ensuring integrity and accuracy of financial statements.

We found that the Bond Program funds were spent in a manner that adheres to the language
of the measure approved by the voters, and that the Bond Program is operating in a fiscally
responsible manner.
Our report contains five findings and eight recommendations that are intended to improve the
efficiency of the Bond Program. These areas of increased efficiency include (1) reviewing and
adjusting how project contingencies and cost escalation for Bond Program staff are calculated
and incorporated into the project budget templates, (2) formalizing the process for timing
project spending and bond issuances, (3) revising the method for charging citywide overhead
rather than Bond Program administrative costs to bond projects, (4) documenting procedures
to track bond and non-bond funding by project, and (5) formalizing and documenting
contracting practices.

Bond Program
Portland voters approved a ballot measure in 2014, allowing the City to issue up to $68 million
of general obligation bonds to fund capital repairs and improvements to the City’s parks and
recreation facilities. The bond funds would be used for the following project themes:








Accessibility
Pioneer Courthouse Square
Playgrounds
Pools
Protect workers
Restrooms and other repairs
Trails and bridges

The Parks Replacement Bond Program consists of 52 projects divided into two phases, of
which 34 were in Phase I (21 of which are completed) and 18 are scheduled for Phase II.
The total Parks Replacement Bond Program budget is $78.5 million, of which $68.3 million are
bond funds (including interest earnings) and approximately $10.2 million are other funds, as
shown in Exhibit i below. As of July 2018, the Bond Program had spent $28.3 million of the
$68.3 million in bond funds.
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Exhibit i: Program Budget Summary as of July 2018
Theme

Bond Allocation

Accessibility
Pioneer Courthouse Square
Playgrounds
Pools
Protect Workers
Restrooms and Other Repairs
Trails and Bridges
Program Contingency
Total

Other Funds

Total Budget

$2,718,484
10,000,000
16,538,062
5,832,325
9,907,716
15,313,870
6,015,671
2,000,000

$0
150,000
6,000,000
208,000
2,000,000
1,790,951
0
0

$2,718,484
10,150,000
22,538,062
6,040,325
11,907,716
17,104,821
6,015,671
2,000,000

$68,326,128

$10,148,951

$78,475,079

Source: Auditor’s analysis based on Bond Spend Projection Comparison 2015-2018

The City sold $52.8 million in Parks Replacement Bonds in 2015 and 2018, and plans to sell a
third and final series of Parks Replacement Bonds in 2019 to fund completion of Phase II
projects.

Findings and Recommendations
1. The Bond Program’s practices for estimating costs and budgeting contingencies
resulted in net surpluses for completed projects
As of July 2018, the Bond Program is projected to have $3.4 million in funds to allocate to
additional projects or to existing projects that exceed their bond allocation due to project
savings and unassigned contingencies. Two project themes – restrooms and other repairs, and
playgrounds - have surpluses of more than 20 percent of their bond allocation for completed
projects. These surpluses were offset by one project theme – pools – which exceeded its
budget allocation by 14.6 percent for completed projects. Additional cost overruns are
anticipated for a few on-going projects, including the Peninsula Pool Mechanical project and
Mt. Tabor Yard.
Project surpluses have resulted from budgeting practices as well as cost containment efforts.
The Bond Program includes contingencies in project budgets for each project component
(construction, external soft costs, internal soft costs), and escalates project costs each year by
the construction cost index of 6.05 percent. The construction cost index may overstate the
escalation in internal soft costs, which do not mirror costs increases in the construction
industry, contributing to surpluses in projects’ internal soft costs of more than 24 percent.
While it is important for projects not to exceed their budgets, budgeting more for
contingencies and escalation than is necessary diverts funds from other projects. The Bond
Program could potentially have included additional projects in Phase II if surplus bond funding
had been known to be available. Because construction costs – both labor and materials – are
rising, having funds to begin and complete additional projects at an earlier point in the
program could reduce future costs that would otherwise be incurred.
As of October 2018, approximately $1.1 million of the Bond Program’s $2.0 million
contingency has been allocated to cover cost overruns in the Grant Pool and Peninsula Pool
ii
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Mechanical projects, and the remaining $0.9 million was unassigned. The $3.4 million in funds
available for re-allocation include the unassigned portion of the Bond Program’s $2 million
contingency.
Recommendation 1: The Bond Program Manager should document the program’s approach to
reallocating the approximately $3.4 million in available bond funds to existing projects or new
projects, such as projects that were considered for Phase II but ultimately not selected, and
report on that approach to the Bond Oversight Committee.
Recommendation 2: The Bond Program Manager should consider adjusting the contingency
and escalation assumptions for internal soft costs in the Program Budget Template for future
projects based on analysis of actual spending.

2. Bond Program project spending was slower than anticipated when the first two
series of Parks Replacement bonds were sold
Due to lower than expected spending, the Bond Program missed all four spending targets for
the first bond issuance in 2015. The Internal Revenue Service (IRS) Code limits interest
earnings on bond proceeds to deter state and local governments from issuing tax-exempt
bonds in order to invest the proceeds and earn interest, requiring the rebate of excess interest
earnings to the IRS. While the Parks Replacement Bond Annual Report noted that current low
interest rates prevent excess interest earnings on bond proceeds, rising interest rates could
result in higher-than-allowed interest earnings on bond proceeds in the future if spending of
the bond proceeds is not timely.
The Bond Program is expected to miss two out of four spending targets for the second bond
issuance in 2018, which does not conform to the Program’s fiscal policies. The second bond
series were issued earlier than were needed for actual project spending due to inadequate
communication among program staff regarding project delays and the pace of construction, a
faster than anticipated Bond issuance approval process, and in order to maintain a stable
property tax rate for City residents, which was promised to the voters but is not the general
practice for the City’s other general obligation bonds. Bond Program staff has already taken
steps to address these issues, but we believe the Program would benefit from formalizing and
documenting these processes.
Recommendation 3: The Bond Program Manager should formalize and document existing
procedures on how to determine timing and size of bond issuance in advance of the third
bond issuance in 2019. The procedures should specify how maintaining stable property tax
rates will be prioritized among other considerations.
Recommendation 4: The Bond Program Manager should direct the Management Analyst to
formalize and document existing procedures to (a) communicate with project managers and
make necessary adjustments to spending projections for their projects; and (b) compare
actual and projected spending on a regular basis to determine if other adjustments are
necessary to improve the accuracy of projections.
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3. The Bond Program’s practice to budget citywide overhead in bond projects but
reimburse the Program’s administrative costs from bond funds could be difficult
to reconcile
The City of Portland allocates overhead costs for general central support services to the City’s
bureaus in time for the bureaus to incorporate the overhead allocation into their annual
budget requests. Portland Parks & Recreation incorporates these overhead allocations,
calculated as a percentage of staff time, into the budgets for the Capital Improvement
Program and Bond Program. Portland Parks & Recreation found in 2016 that the
administrative costs (called “common costs”) for starting up the Bond Program, including
setting up computers, training and other expenses for Bond Program staff, exceeded the
citywide overhead charged to the Bond Program. The Bond Program’s common costs prior to
FY 2016-17 of $794,166 were $169,912 more than overhead costs of $624,254 reimbursed by
the Bond Program. While the budget templates for the Bond Program still incorporate the
citywide overhead allocation, beginning in FY 2016-17, the Bond Program began requesting
monthly reimbursement for common costs rather than overhead costs from bond funds.
Between FY 2015-16 and FY 2017-18, total citywide overhead allocations to Bond Program
projects were $1,966,089, which varied by only one percent from common costs reimbursed
by bond funds of $1,949,188. However, the annual variance ranged from common costs being
27 percent more than the citywide overhead allocation in FY 2015-16 to 28 percent less than
the citywide overhead allocation in FY 2017-18. According to interviews with Bond Program
staff, reconciling the difference between overhead costs and common costs will be more
difficult as the difference between these costs increases. According to these interviews,
allocating citywide overhead percentages to Bond Program projects, as is done with Capital
Improvement Program projects, would more accurately reflect overhead costs incurred by the
Bond Program. Going forward, the Bond Program should revise their practices to consistently
charge citywide overhead percentages to Bond Program projects in order to reflect overhead
costs incurred by the projects and avoid potentially difficult reconciliation of common costs to
overhead costs each year.
Recommendation 5: The Bond Program Manager should revise Bond Program practices to
consistently charge citywide overhead percentages to Bond Program projects in order to
reflect overhead costs incurred by the projects and avoid potentially difficult reconciliation of
common costs to overhead costs each year.

4. The Bond program’s tracking of System Development Charges and other nonbond funds allocated to Bond program projects is inconsistent among projects
Bond-funded projects may also include System Development Charges (SDC) and other funds
for project components not eligible for bond funding. The Park Replacement Bond funds are
to be used for repairs and improvements to existing playgrounds, pools, restrooms, bridges
and trails, and other facilities, while SDC funds pay for the acquisition and development of
new parks, trails, and natural areas across the City.
Bond funds and SDC funds were approved for different purposes, and therefore, need to be
tracked according to the purpose for which they were approved. While Portland Parks &
Recreation finance staff set up separate project codes for charging bond and non-bond funds
for project costs, written bond program policies do not specify how SDC and other project
iv
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funds are to be to be tracked. The Bond program is inconsistent in tracking how non-bond
funds are spent on Bond projects; three of the 21 completed projects combined bond and SDC
funding in their tracking documents, so that it was not possible to tell how much of each
funding source had been spent, and an additional two projects included all funding sources in
their projected spend amounts but excluded other (non-bond) funding sources in their original
budget amounts.
Recommendation 6: The Bond Program Manager should document procedures to budget and
track bond and non-bond funding by project going forward.

5. Monitoring of on-call contracts and contractor performance could be better
coordinated
Portland Parks & Recreation follows the City’s contracting procedures for professional
services. The pool of on-call professional service contractors selected by Portland Parks &
Recreation is available to both the Bond Program and the Capital Improvement Program.
Although on-call contracts and task orders are entered into the City’s financial system, SAP,
the Bond Program tracks on-call contracts for Professional/Technical/Expert services manually
via five excel spreadsheets (contract insurance tracking, funds remaining, next in rotation,
etc.), making it difficult to monitor contracts that have expired insurance documents, have
terms that are ending, or have insufficient funds remaining. The Bond Program would benefit
from formalizing and documenting existing policies and procedures for on-call
Professional/Technical/Expert services contract management and monitoring to ensure the
availability of sufficient qualified contractors to meet future needs
In addition, neither the City nor the Parks Replacement Bond Program has a formal process to
evaluate contractors. In the absence of a documented process to evaluate contractor
performance, the Bond Program risks using underperforming contractors, or faces potential
liability for not using contractors who underperform but for whom underperformance has not
been documented. Portland Parks & Recreation staff should consult with Procurement
Services to determine how Bond Program staff can evaluate and work with contractors to
improve their performance.
Recommendation 7: The Portland Parks & Recreation Director should consult with the City’s
Director of Procurement to determine how Bond Program staff can evaluate and work with
contractors to improve their performance.
Recommendation 8: The Portland Parks & Recreation Director should request that staff in the
Operations and Strategies Division formalize and document existing policies and procedures
for on-call PTE contract management and monitoring to ensure the availability of sufficient
qualified contractors to meet future needs.

We would like to thank the Portland Parks & Recreation Asset and Development Division
Manager, Bond Program Manager, Bond Program Management Analyst, Bond Program Office
Support Specialist, Bond Program project managers, Operations and Strategies Division
Procurement Analyst, and City of Portland Debt Management staff for their assistance in
providing information, answering questions, and reviewing this report.
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Audit Objectives
The objectives of the Parks Replacement Bond Performance Audit were to determine if:


The Bond Program funds were spent in a manner that adheres to the language of the
measure approved by the voters, approving $68 million in general obligation bonds to
fix and improve Portland Parks and Recreation facilities while not increasing the
property tax rate from the current rate of $0.0877 per $1,000 of assessed value; and



The Bond Program is operating in a fiscally responsible manner, including maintaining
fiscal accountability as a core driver, ensuring Bond dollars are clearly and separately
tracked, and ensuring integrity and accuracy of financial statements.

Audit Scope
The Parks Replacement Bond Performance Audit evaluates the Bond Program’s performance,
including Bond Program decision making and control structures, Bond Program activities and
spending, and the Portland Parks and Recreation oversight and monitoring. We conducted this
performance audit in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

Audit Methodology
To conduct this performance audit, we interviewed Bond Program and debt management
staff, collected program documents, and assessed major risks to program performance.
Following our initial survey and risk assessment, we conducted follow-up interviews, more
detailed review of program documents, and an in-depth review of three Bond Program
projects: Argay Park Tennis Court, Lents Park Playground, and Pioneer Courthouse Square.
Details of our performance audit methodology are in Appendix II to this report.
We submitted a confidential draft report, summarizing our findings and recommendations, to
the Bond Program Manager on September 18, 2018, and conducted an exit conference with
Bond Program staff on October 23, 2018. Based on information provided at the exit
conference, we revised our report and submitted our final report to the Bond Program
Manager on November 2, 2018. The Bond Program Manager provided a written response to
our findings and recommendations, attached to this report beginning on page 43.

Summary of Audit Results
We found that the Bond Program funds were spent in a manner that adheres to the language
of the measure approved by the voters, and that the Bond Program is operating in a fiscally
responsible manner. Our report contains five findings and eight recommendations that are
intended to improve the efficiency of the Bond Program. These areas of increased efficiency
include (1) reviewing and adjusting how project contingencies and cost escalation for Bond
1
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Program staff are calculated and incorporated into the project budget templates, (2)
formalizing the process for timing project spending and bond issuances, (3) revising the
method for charging citywide overhead rather than Bond Program administrative costs to
bond projects, (4) documenting procedures to track bond and non-bond funding by project,
and (5) formalizing and documenting contracting practices.

Bond Program
Portland voters approved a ballot measure in 2014, allowing the City to issue up to $68 million
of general obligation bonds to fund capital repairs and improvements to the City’s parks and
recreation facilities. The bond measure provided for a five-member oversight committee to
review bond expenditures and report annually to the City Council, and performance audits to
ensure that projects funded by the bonds are consistent with voter intent.
According to the ballot measure, bond funds would be used for eight project themes:


10 to 20 play areas that were currently closed, at risk of closure, or deficient, including
Couch, Creston, Kenton, Lents, Lynchview, North Park Blocks, and Ventura parks;



Trails and bridges, including in Forest Park;



Community pools, including Matt Dishman, Peninsula Park, and Grant Park;



Sellwood Park buildings, Rieke Field, Multnomah Arts Center, and St. Johns
Community Center;



Restrooms, roofs, other deficient parks, structures, and equipment, including
restroom improvements at Bloomington, Couch, Colonel Summers, Ed Benedict,
Glenwood, Lynchview, Mount Tabor, Parklane, Ventura, and Wilkes Parks;



Pioneer Courthouse Square failing structures, leaks, and cracks;



Barriers to accessibility for people with disabilities; and



Park maintenance facilities to address worker safety and efficiency.

The Parks Replacement Bond Program is divided into two phases. Phase I projects were
published in July 2014. Phase II projects were to be determined in 2015-2016, following staff
recommendations and public input. The program includes 52 bond-funded projects, of which
34 were in Phase I and 18 are in Phase II. Of the 34 Phase I projects, 21 have been completed.

Assets & Development Division
The Bond Program sits in the Portland Parks & Recreation Assets & Development Division. The
Bond Program is one of several programs reporting to the Assets & Development Division
Manager. Other direct reports are Central Services, Asset Management, Planning, Engineering
and Construction, and the Capital Improvement Program.1 The Bond Program Manager
reports directly to the Assets and Development Division Manager, and oversees the project
managers and support staff for the Bond Program.
1

The Capital Improvement Program is funded largely by System Development Charges (SDC) charged to residential
developers. Capital program projects differ from bond projects in that capital program projects are to enhance or
expand Parks and Recreation facilities, while the Bond Program projects repair and replace existing Parks and
Recreation facilities.

2
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Asset and Development Division
Manager

Bond Program Manager

3 Capital Project Manager III
1 Capital Project Manager II

1 Management Analyst
1 Office Support Specialist III
These positions support the Bond
Program and Capital Improvement
Program

While the Bond Program has dedicated staffing, capital program project managers may also be
assigned to bond-funded projects in order to meet the program’s staffing needs.

Bond Program Projects
Projects Approved in Phase I
The projects approved in the 2014 ballot measure gave general information on the themes
and specific projects to be funded. The information presented to the City Council and public
provided more detail on the themes and projects to be funded in the first phase. Playgrounds,
trails and bridges, pools, and restroom and other urgent repair projects set minimum funding
levels. Three themes – Pioneer Courthouse Square renovation, accessibility, and maintenance
facilities safety improvements and renovation – set maximum funding levels. Phase I project
funding was $45 million of the $68 million bond, as shown in Exhibit 1 below.

3
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Exhibit 1: Phase I Themes, Projects, and Funding Allocations
Theme

Parks and Facilities

Project Description

Funding
Amount

Playgrounds

Couch Park, Creston Park,
Kenton Park, Lents Park,
Lynchview Park, North Park
Blocks, Ventura Park

Replace outdated play
structures; update play areas;
create ADA accessible access
(Lents Park); add play features

At least $5
million

Trails &
Bridges

Maple Trail, Forest Park,
Springwater Corridor Trail

Replace and repair bridges;
stabilize trails

At least $5
million

Pools

Grant Park, Matt Dishman
Community Center, Peninsula
Park

Replace mechanical systems;
replace whirlpool at Matt
Dishman Community Center

At least $5
million

Restrooms

Bloomington Park, Couch Park,
Colonel Summers Park, Ed
Benedict Park, Glenwood Park,
Mount Tabor Park, Parklane
Park, Ventura Park, Wilkes Park

Install new or repair/replace
existing restrooms

Other
Repairs

Argay Park, Lynchview Park,
Reike regional soccer field,
Multnomah Arts Center,
Sellwood Park, St. Johns
Community Center

Resurface tennis courts (Argay);
upgrade irrigation system
(Lynchview); renovate turf and
re-open field (Reike); improve
access and make structural
repairs (Multnomah Arts
Center); repair roofs (Sellwood);
and capital repairs and
improvements (St. Johns)

At least $5
million

Accessibility

Citywide

Increase accessibility and
remove barriers

No more than
$5 million

Protect
Workers

Mt. Tabor Yard and Urban
Forestry-Delta Park

Major repairs to maintenance
facilities to ensure worker
safety

No more than
$10 million

Pioneer
Courthouse
Square

Pioneer Courthouse Square

Replace failing structures,
waterproof membrane, make
other improvements

No more than
$10 million

Total

$45 million

Source: Memorandum to July 16, 2014 City Council

The identified need for capital repair and replacement far exceeded the proposed $68 million
bond measure. To prioritize projects receiving bond funding, Phase I projects were ranked as
the assets most likely to fail and the assets with the highest consequence of failure. According
to documents submitted to the City Council in July 2014, project criteria included (1)
investments in projects that have immediate safety concerns or need urgent repairs, (2)
investments in projects that reduce bigger costs later on, (3) responsible repairs for deferred
maintenance needs, (4) energy efficiency, (5) increasing accessibility, and (6) restoring services
that are currently closed.

4
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Projects Approved in Phase II
Additional projects were funded in Phase II. Selection of Phase II projects included several
meetings with community members, discussions in Parks Board and Oversight Committee
meetings, and other outreach efforts.
The Assets Development Division expanded the asset management function in 2015 and 2016,
adding staff to the function. Selection of Phase II projects included an assessment of which
facilities were likely to fail and the consequences if a facility were to fail (the same criteria as
for Phase I but with more information from the expanded asset management program).
Project costs were estimated by an outside consultant.
Priority projects were ranked and selected by theme. Criteria included the condition of the
asset, likelihood of failure, and the consequence of failure. The location of the project and
whether it served an underserved community, greater population of youth, populations at or
below the poverty level, and a higher percentage of people of color were also considered. The
Portland City Council approved the Phase II projects in June 2017. The Phase I and Phase II
projects are shown in Appendix I.

Program Oversight and Reporting
Oversight Committee
The 2014 bond measure provided for an Oversight Committee to review bond expenditures
and report annually to the City Council. The measure did not further define the membership
or role of the Oversight Committee. A memorandum to the Portland City Council from the
Director of Portland Parks & Recreation in July 2014 described the five-member Oversight
Committee appointed by the City Council and to be formed prior to the first bond issuance in
2015. The Oversight Committee began meeting at least quarterly in June 2015.
The Oversight Committee clarified its mission statement in February 2016 to include the
review of three specific areas:
(1) adherence to the language of the bond;
(2) fiscal accountability; and
(3) transparency.
These three areas were further defined in the Oversight Committee’s annual reports,
including:
(1) deliverables are based on the promises contained in the language of the voter’s pamphlet;
(2) fiscal accountability is a core driver of the program, bond dollars are clearly and separately
tracked, and financial statements are accurate; and
(3) the program promotes equity, participation, accountability, and trust.
The Oversight Committee’s meeting minutes and annual reports are posted in full on the Bond
Program website. Meeting minutes were posted through May 2018, and the next meeting was
announced for September 25, 2018. The Oversight Committee’s annual report for FY 2015-16
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and FY 2016-17 were posted on the website; the Oversight Committee plans to present the
annual report for FY 2017-18 to the City Council in December 2018.
Annual Reports
Portland Parks & Recreation submitted the Parks Replacement Bond annual report to City
Council in FY 2015-16, FY 2016-17, and FY 2017-18, and posted the reports in English and
Spanish on the Bond Program’s website. The FY 2015-16 annual report laid out the Parks
Replacement Bond Programs’ goals and fiscal policies, summaries of which were reiterated in
the FY 2016-17 and FY 2017-18 annual reports. The FY 2017-18 annual report summarizes the
Bond Program projects’ scope, budgets, and schedules, and contains appendices with more
detailed information on (1) Bond Program and individual projects’ spending to date, projected
spending through 2020, and spending on administrative expenses; and (2) summaries of Phase
I and Phase II projects.
Internal Reporting
Project managers submit monthly project status reports to the Bond Program Manager,
summarizing the project and current status, including if the project is on-track to complete the
project on schedule, on budget, and within the project scope. Project summaries are rolled up
into the monthly at-a-glance report. The Bond Program Manager reports monthly to the
Assets & Development Division Manager on (i) project spending, (ii) variances between the
project budget and actual spending, and (iii) the use of budget contingencies. The Asset &
Development Division Manager reports on significant project issues to the Portland Parks &
Recreation department head; major project issues are reported to the commissioner.
Project managers may move project funds within the project to address project needs, as long
as the project remains within budget. The Bond Program Manager may move funds between
projects within the same theme, such as playgrounds, trails and bridges, pools, and restrooms.
If project funds are to be moved between themes, such as moving funds from restrooms to
pools, approval by the Assets & Development Division Manager in consultation with the
Bureau Director is required. In accordance with the Bond Program’s Fiscal Policy #6, the
Bureau Director will keep the Commissioner informed as needed. The Bond Program has not
moved funds between themes but may do so in the future.

Issuance of Bonds
The City issued Parks Replacement bonds in 2015 and 2018. To date, the City has issued $52.8
million in bonds with $14.8 million remaining in future bond issuances, as shown in Exhibit 2
below. 2

2

The total expected bond issuance is $67.6 million. The difference between the $68.0 million authorization and
expected issuance of $67.6 million represents the underwriter’s discount, or the difference between the price at
which a bond issue is bought and the price at which the bonds are sold to an investor.

6
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Exhibit 2: Prior Parks Replacement Bond Issuance and Remaining Authorized and Unissued
Bonds
2015 and 2018 Issuances

Bond Proceeds

2015 Series B Taxable Bonds
2015 Series C Tax Exempt Bonds
Subtotal 2015 Bonds
2018 Series A Tax Exempt Bonds
Total Bond Proceeds to Date

$1,992,923
26,286,480
$28,279,403
24,557,617
$52,837,020

2019 Series A Tax Exempt Bonds (estimated)

$14,797,591

Subtotal Bond Proceeds

$67,634,611

Interest Earnings (estimated)*
Total Estimated Bond Proceeds **

$819,539
$68,454,149

Source: Sources and Uses of Bond Authorization (actual and projected)
*Assumes 0.225% average interest earnings
** Amount due to rounding

Taxable Bonds
The City’s debt management team and tax counsel determined that a portion of the Pioneer
Courthouse Square project did not qualify for tax-exempt bond funding because the site had
private tenants. Therefore, $2 million of general obligation bonds were issued in 2015 (Series
2015B) as taxable bonds rather than tax exempt bonds. The taxable bonds pay higher interest
than tax-exempt bonds, but because the $2 million in taxable general obligation bonds were
paid within one year, actual interest payments were $8,750.
Taxable bond proceeds were $1.99 million, as shown in Exhibit 2 above. According to the Bond
Reimbursement Summary provided by Bond Program staff, $1.14 million in taxable bonds has
been spent on projects benefiting private tenants as of July 2018. The balance of $0.85 million
may be allocated to other Bond Program projects.

Program Budget and Spending to Date
As of July 2018, $68.3 million were allocated to Bond projects, as shown in Exhibit 3 below. 3
Additionally, the Bond Oversight Committee recommended the set aside of a program
contingency in the amount of $2.0 million from the total Bond funds authorized by voters.

3

The allocation of $68.3 million includes the $67.6 million in bond proceeds and approximately $700,000 in
interest earnings. The variance between the $68.45 million shown in Exhibit 2 above and $68.3 in Exhibit 3 below is
due to varying estimates of interest earnings.
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Exhibit 3: Program Budget Summary as of July 2018
Theme
Accessibility
Pioneer Courthouse Square
Playgrounds
Pools
Protect Workers
Restrooms and Other Repairs
Trails and Bridges
Program Contingency
Total

Bond Allocation

Other Funds

Total Budget

$2,718,484
10,000,000
16,538,062
5,832,325
9,907,716
15,313,870
6,015,671
2,000,000

$0
150,000
6,000,000
208,000
2,000,000
1,790,951
0
0

$2,718,484
10,150,000
22,538,062
6,040,325
11,907,716
17,104,821
6,015,671
2,000,000

$68,326,128

$10,148,951

$78,475,079

Source: Auditor’s analysis based on Bond Spend Projection Comparison 2015-2018
*Note: total bond allocation does not equal the total estimated bond proceeds from above, due to
differences in estimated interest earnings

Remaining Expenditures and Balances
As of July 2018, $28.3 million of the total bond allocation had been spent and $40.0 million of
the total allocation remain to be spent by FY 2020-21, as shown in Exhibit 4 below.
Exhibit 4: Actual Spending and Remaining Bond Allocation as of July 2018
Actual to Date
Theme
Accessibility
Pioneer Courthouse Square
Playgrounds
Pools
Protect Workers
Restrooms and Other Repairs
Trails and Bridges
Common Program Costs
Program Contingency
Total

Amount
$1,463,996
8,455,271
3,545,304
3,219,210
935,980
7,107,539
1,627,586
1,957,931
0

% of
Total
53.9%
84.6%
21.4%
55.2%
9.4%
46.4%
27.1%
n/a
0.0%

$28,312,819 41.4%

Remaining Allocation
Amount
$1,254,488
1,544,729
12,992,758
2,613,115
8,971,736
8,206,331
4,388,085
(1,957,931)
2,000,000

Bond
Allocation

% of
Total
46.1%
15.4%
78.6%
44.8%
90.6%
53.6%
72.9%
n/a
100.0%

$2,718,484
10,000,000
16,538,062
5,832,325
9,907,716
15,313,870
6,015,671
0
2,000,000

$40,013,309 58 6%

$68,326,128

Source: Auditor’s analysis based on Bond Spend Projection Comparison 2015-2018

Remaining Bond Proceeds
The first issuance of the Bond in July 2015 included $26.3 million in tax-exempt funds and $2.0
million in taxable funds. The second issuance of the Bond in January 2018 included $24.5
million in tax-exempt funds, and a third and final issuance for proceeds of approximately $14.8
million is scheduled to occur in the summer of 2019.
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As shown in Exhibit 5 below, $28.9 million of the $52.8 million total bond proceeds to date
have been spent, and $23.9 million, or 45 percent, remain. Program spending is projected to
conclude in FY 2020-21.
Exhibit 5: Total Bond Proceeds and Amount Remaining as of July 31, 2018
Bond Series
2015 Series B Taxable
2015 Series C Tax Exempt
2018 Series A Tax Exempt
Total

Amount
Spent to
Date

Bond
Proceeds*
$1,992,923
26,286,480
24,557,617
$52,837,020

$1,144,469
25,361,376
2,445,513
$28,951,358

Remaining Proceeds*
Amount
$848,454
925,104
22,112,104
$23,885,662

Percent
42.6%
3.5%
90.0%
45.2%

Sources: Sources and Uses of Bond Authorization and Bond Reimbursement Summary
*Excludes bond interest earnings

The following sections contain our findings and recommendations.
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Budget Variances
As of July 2018, the Bond Program is projected to have $3.4 million in funds to allocate to
additional projects or to existing projects that exceed their bond allocation due to project
savings and unassigned contingencies. Two project themes – restrooms and other repairs,
and playgrounds - have surpluses of more than 20 percent of their bond allocation for
completed projects. These surpluses were offset by one project theme – pools – which
exceeded its budget allocation by 14.6 percent for completed projects. Additional cost
overruns are anticipated for a few on-going projects, including the Peninsula Pool
Mechanical project and Mt. Tabor Yard.
Project surpluses have resulted from budgeting practices as well as cost containment
efforts. The Bond Program includes contingencies in project budgets for each project
component (construction, external soft costs, internal soft costs), and escalates project costs
each year by the construction cost index of 6.05 percent. The construction cost index may
overstate the escalation in internal soft costs, which do not mirror costs increases in the
construction industry, contributing to surpluses in projects’ internal soft costs of more than
24 percent.
While it is important for projects not to exceed their budgets, budgeting more for
contingencies and escalation than is necessary diverts funds from other projects. The Bond
Program could potentially have included additional projects in Phase II if surplus bond
funding had been known to be available. Because construction costs – both labor and
materials – are rising, having funds to begin and complete additional projects at an earlier
point in the program could reduce future costs that would otherwise be incurred.
As of October 2018, approximately $1.1 million of the Bond Program’s $2.0 million
contingency has been allocated to cover cost overruns in the Grant Pool and Peninsula Pool
Mechanical projects, and the remaining $0.9 million was unassigned. The $3.4 million in
funds available for re-allocation include the unassigned portion of the Bond Program’s $2
million contingency.

The Bond Program’s practices for estimating costs and budgeting contingencies
resulted in project deficits in pool projects but overall program surpluses
As of July 2018, projected spending on all 52 bond-funded projects is expected to be less than
the bond funds allocated by $3.4 million or 5.0 percent. Exhibit 6 below shows the budget
variance for 18 out of 21 completed projects as of July 2018. Two project themes have project
surpluses of more than 20 percent of their bond allocation for completed projects, including
restrooms and other repairs (20.2 percent under bond allocation) and playgrounds (29.0
percent under bond allocation). These surpluses were offset by one project theme—pools—
which exceeded its budget allocation by 14.6 percent for completed projects. Additional cost
overruns are anticipated for a few on-going projects, including the Peninsula Pool Mechanical
project and Mt. Tabor Yard.
The Bond Program set aside a program contingency in the amount of $2.0 million from the
total bond funds authorized by voters at the recommendation of the Oversight Committee. As
10

Harvey M. Rose Associates, LLC

1. Budget Variances
of October 2018, approximately $1.1 million of $2.0 million contingency has been allocated to
cover cost overruns in the Grant Pool and Peninsula Pool Mechanical projects, and the
remaining $0.9 million was unassigned. The program contingency, project variance from 18
completed projects, and projected variance for the Peninsula Pool Mechanical project, which
is on-going, total $3.4 million. 4 According to the Bond Program Manager, the program will
review the available bond funds in the fall of 2018 and determine how to reallocate excess
funds. The Program Manager could reallocate funds to existing projects or new projects, such
as projects that were considered for Phase II but ultimately not selected, in consultation with
the Asset Manager and the Director (if funds reallocated across themes). According to the
Bond Program Manager, some of the existing projects may require additional funds from the
$3.4 million available, as they include two maintenance facility renovations, multiple roof
renovations, and a seismic renovation to an old structure.
Exhibit 6: Bond Program Variance Summary as of July 2018
Bond Program Variance Summary
Total Estimated Bond Proceeds 5
$68,454,149
Total Variance from Bond
$3,431,667
Proceeds Amount
Completed Projects Variance*
2,037,437
On-going Projects Variance**
(605,770)
Program Contingency
2,000,000
% Variance
5.01%
Completed Projects Budget Variance Summary
Actual
Project
Percent
Theme (Projects Complete)
Bond Allocation
Spending
Variance
Variance
Accessibility (1)
$1,918,484
$1,826,870
$91,614
4.8%
Pioneer Courthouse Square (1)
10,000,000
9,999,975
25
0.0%
Playgrounds (2)
2,575,627
1,828,621
747,006
29.0%
Pools (3)
2,632,325
3,017,702
(385,377)
-14.6%
Restrooms and Other Repairs (9)*
6,994,132
5,584,423
1,409,709
20.2%
Trails and Bridges (2)
1,526,841
1,352,381
174,460
11.4%
Total
$25,647,409 $23,609,972 $2,037,437
7.9%
Auditor’s analysis based on Bond Budget Contingency Tracking document
*Excludes three completed restroom/other repairs projects because documents that show actual
spending and project variance do not separate bond and other funding sources
** Includes Peninsula Pool Mechanical. Cost overruns are also likely for Mt. Tabor Yard.

4

The reassignment of $1.1 million in program contingency funds offsets the deficit in the Grant Pool project
($481,730, see Exhibit 11) and Peninsula Pool Mechanical project ($605,770, shown in Exhibits 6 and 11). As a
result, the deficit in pool projects of $991,147 (shown in Exhibit 11) becomes a surplus of $96,353 (for Matt
Dishman and the Peninsula Park Feasibility Study). Funds available for reallocation remain $3.4 million, including
$0.9 million in program contingency, and $2.5 in completed project surplus (approximately $2.4 million in
Accessibility, Pioneer Courthouse Square, Playgrounds, Restrooms and Other Repairs, and Trails and Bridges,
shown in Exhibit 6; and $96,353 in Pools for Matt Dishman and the Peninsula Park Feasibility Study, shown in
Exhibit 11).
5
Available bond funds of $68,454,149 include bond proceeds of $67,634,611 and estimated interest earnings of
$819,539, as shown in Exhibit 2 in the Introduction to this report.
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Budget surpluses due to contingencies and cost escalators
According to the Program Manager, contingencies are built into project budgets as a buffer to
address unknowns and are the same across themes. Unused project contingencies are not
released (for reallocation to other Bond projects) until final project costs are known. Project
contingencies from the program budget template are shown in Exhibit 7.
Exhibit 7: Contingency and Escalation Assumptions in Budget Template
Budget Item

Value

Scope Contingency

45% of Estimated Direct Construction Costs

Construction Contract Contingency

10% of Construction Contract

External Soft Cost contingency

30% of External Soft Costs

Internal Soft Cost Contingency

30% of Internal Soft Costs

Construction and Soft Cost Escalation

6.05% per year, based on the Construction Cost Index

Source: Budget Template

In the fall of 2015, Portland Parks & Recreation hired Budget Controls Group, Inc. to review
the program’s budget template and make recommendations based on industry standards.
Budget Controls Group reviewed the contingency values, and determined that they were
reasonable. However, contingencies and escalation assumptions regarding internal soft costs
should be revisited as actual expenditures for completed projects are 24.7 percent less than
budgeted expenditures on average, as shown in Exhibit 8 below. In particular, the construction
cost index may not be appropriate to estimate escalation for internal soft costs, as
construction prices, which are driven by materials costs and construction wages, increase
more rapidly than wages of program staff. The consumer price index, a measure of inflation,
was 3.9 percent as of January 2018, which is significantly less than the 6.05 percent
construction cost index.
Actual construction and external soft cost expenditures for completed projects were also less
than budgeted expenditures on average, as shown in Exhibit 8 below. While it is important for
projects not to exceed their budgets, budgeting more for contingencies and escalation than is
necessary diverts funds from other projects; the Bond Program could potentially have
included additional projects in Phase II if surplus bond funding had been known to be
available. Because construction costs – both labor and materials – are rising, having funds to
begin and complete additional projects at an earlier point in the program could reduce future
costs that would otherwise be incurred.
Total costs for 21 completed projects were $2.7 million, or 9.6 percent, less than the total
budget for these projects, and internal soft costs were $1.0 million, or 24.7 percent, less than
what was budgeted for these projects, as shown in Exhibit 8 below. Additionally, construction
costs for the 12 completed restrooms and other repairs projects and the two competed
playground projects were more than 20 percent less than what was budgeted for these
projects.
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Exhibit 8: Budget Variance for 21 Completed Projects, as of July 2018
All Themes (21)
Budget*
Actual*
Variance*
Construction
$18,858,021
$17,518,844
$1,339,177
External Soft Costs
4,410,104
4,144,371
265,733
Internal Soft Costs
4,238,274
3,192,278
1,045,996
Total
$27,506,400
$24,855,494
$2,650,906

% Variance
7.1%
6.0%
24.7%
9.6%

Restrooms and Other
Repairs (12)
Construction
External Soft Costs
Internal Soft Costs
Total

$6,010,971
1,206,116
1,636,036
$8,853,123

$4,635,993
1,129,353
1,064,177
$6,829,523

$1,374,978
76,763
571,859
$2,023,600

22.9%
6.4%
35.0%
22.9%

Playgrounds (2)
Construction
External Soft Costs
Internal Soft Costs
Total

$1,790,762
272,520
512,345
$2,575,627

$1,362,029
247,944
218,648
$1,828,621

$428,733
24,576
293,697
$747,006

23.9%
9.0%
57.3%
29.0%

Source: Auditor’s analysis based on Bond Budget Contingency Tracking document
*Includes other funding sources and spending for three restroom/other repairs projects. Therefore,
variance does not reflect bond funds available for reallocation

Argay Park, Lents Playground, and Pioneer Courthouse Square
As shown in Exhibits 9 and 10, both Argay Park and Lents Playground had savings for
construction and internal soft costs, for total project savings of more than 20 percent due to
unused contingencies and budgeted escalation, which is consistent with trends identified for
these themes (Restrooms and Other Repairs and Playgrounds). According to the Bond
Program Manager, the contingencies were not needed because of good project management
and cost containment efforts. The Argay Park and Lents Playground projects were
straightforward and did not have unforeseen changes in scope or construction, according to
project managers. Additionally, Lents Playground did not need its budgeted escalation
because construction prices had not increased markedly since initial scoping, according to
program staff. Total costs for Pioneer Courthouse Square are nearly equal to the project
budget because project savings identified before project completion were reinvested into the
project.
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Exhibit 9: Budget v Actual for Three Projects
$1,200,000

Argay Park

$1,000,000
$800,000

Budget

$600,000

Actual

$400,000
$200,000
$0

$1,200,000

Construction

External Soft Costs Internal Soft Costs

Lents Playground

$1,000,000
$800,000
$600,000
$400,000
$200,000
$0
8,000,000
7,000,000

Construction

External Soft Costs Internal Soft Costs

Pioneer Courthouse Square

6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000
0

Construction

External Soft costs Internal Soft Costs

Source: Auditor’s analysis based on project budgets
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Exhibit 10: Budget Variance for Three Projects, as of July 2018
Argay Park
Construction
External Soft Costs
Internal Soft Costs
Total

Budget
$727,872
133,377
206,284
$1,067,533

Actual
$604,986
112,436
99,334
$816,756

Variance
$122,887
20,941
106,950
$250,777

% Variance
16.9%
15.7%
51.8%
23.5%

Lents Playground
Construction
External Soft Costs
Internal Soft Costs
Total

$1,023,377
155,739
292,793
$1,471,908

$892,410
150,118
115,026
$1,157,554

$130,967
5,621
177,767
$314,354

12.8%
3.6%
60.7%
21.4%

Pioneer Courthouse Square
Construction
External Soft Costs
Internal Soft Costs
Total

$7,089,647
1,907,896
1,002,432
$9,999,975

$7,072,453
1,916,196
1,011,315
$9,999,964

$17,194
(8,300)
(8,883)
$11

0.2%
-0.4%
-0.9%
0.0%

Source: Auditor’s analysis based on project budgets

Budget deficits resulting from inaccurate initial cost estimates
According to interviews with program staff, Portland Parks & Recreation staff had limited
resources when developing initial cost estimates in advance of voter approval for Phase I
projects, which represented a diverse portfolio of projects. In particular, staff significantly
under-estimated costs for pools and maintenance facility projects in the protect workers
theme and over-estimated costs for restrooms. The Bond Program hired Ukiah Engineering, a
third-party firm, to estimate costs for Phase II projects.
As of July 2018, two pools and one maintenance facility project in the protect workers theme
are projected to exceed their bond allocations. Grant Pool and Peninsula Pool are projected to
exceed their bond allocation by $481,730 (28.6 percent) and $605,770 (18.9 percent)
respectively, as shown in Exhibit 11. According to program staff, Mt. Tabor Yard is also likely to
exceed its budget by $1.5 to $2.0 million. As mentioned above, approximately $1.1 million of
$2.0 million contingency has been allocated to cover cost overruns for pool projects.
According to interviews with program staff, the two pool projects have presented unique
budgeting challenges. A limited number of pool contractors in the region resulted in higher
than anticipated contract bids. Additionally, Program staff did not have prior experience
estimating costs for pool repairs and did not know the extent of deferred maintenance needs
for the Grant and Peninsula Pools to inform initial cost estimates. For example, during the
design phase, program staff learned that they would need to replace Peninsula Pool’s
electrical system because the Building Code prevented the addition of new equipment to the
existing system. Portland Parks & Recreation expanded the asset management program in FY
2015-2016, allowing for better tracking of maintenance needs for Portland Parks & Recreation
assets, including pools, going forward.
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Exhibit 11: Pool Project Variance Summary as of July 2018

Pool Project
Grant
Matt Dishman
Peninsula Park Feasibility Study
Peninsula Pool Mechanical
Total

Bond
Allocation
$1,681,998
839,914
110,413
3,200,000
$5,832,325

Total
Projected
Expenditures
$2,163,728
753,910
100,064
3,805,770
$6,823,472

Projected
Variance
($481,730)
86,004
10,349
(605,770)
($991,147)

%
Variance
-28.6%
10.2%
9.4%
-18.9%
-17.0%

Source: Auditor’s analysis based on Bond Budget Contingency Tracking document

The overall program surplus is difficult to calculate due to inconsistent tracking
Several bond projects have other funding sources, but the Bond program is inconsistent in
how these funds are reported, and may be overstating surplus bond funds by $0.2 to $0.6
million. Program staff tracks project savings from completed projects in its Bond Budget
Contingency Tracking document to determine what funding may be available to reallocate to
existing projects or new projects in the future. However, project budgets reported in the
document do not consistently exclude System Development Charge (SDC) funding or other
funding sources, and the document overstates total undistributed bond funds by $0.2 to $0.6
million. 6 Bond program policies do not stipulate how project managers should track and
report bond funding and other funding sources. This impairs the reliability of information in
the tracking document and management’s ability to effectively plan for the Program. For
example, the document reports undistributed funds of $235,996 for Parklane Loo, and
includes these funds in an estimated total of $2.5 million in undistributed funds projected for
the Bond program. However, the undistributed funds for this project are entirely comprised of
SDC funds and may not be reallocated to other bond program projects. Three of the 21
completed projects included all funding sources in their budget tables for the tracking
document, and an additional two projects included all funding sources in their projected
spend amounts but excluded other (non-bond) funding sources in their original budget
amounts.

6

We assume that undistributed funds from Parklane Loo ($235,996) are all SDC funds because bond funds were
overcharged for this project, but it is unclear how much of undistributed funds for Ventura Park Loo ($253,488)
and Wilkes Loo ($124,407) are bond funds and how much are SDC funds. If all undistributed funds for Ventura Park
Loo and Wilkes Loo are SDC funds, the tracking document overstates undistributed bond funds by $613,891. If all
undistributed funds for these two projects are truly bond funds, the document overstates undistributed bond
funds by $235,996.
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Reallocation of bond funds may be constrained by promises the City made to residents while
marketing the bonds
As of July 2018, the Bond Program had met its spending objective for restrooms and other
repairs and was on-track to meet spending objectives for the remaining six project themes,
provided all projects remain within their allocated budgets, as shown in Exhibit 12 below. To
fulfill promises made to the public during marketing of the bonds, reallocation of $3.4 million
in bond funds would need to satisfy these spending objectives. According to program
management, the program may be able to allocate additional funds to the protect workers
theme, which is expected to incur cost overruns, over and above the $10 million cap, pending
approval by the Asset Manager and the Bureau Director.
Exhibit 12: Program Spending Objective Status by Theme as of July 2018
Percent
Total Bond
Spending
Spending to
Theme
Spent to
Allocation
Objective
Date
Date
Accessibility
Up to $5 million
$1,463,996
29.3%
$2,718,484
Pioneer
Courthouse
Up to $10 million
8,455,271
84.6%
10,000,000
Square
Playgrounds
At least $5 million
3,545,304
70.9%
16,538,062
Pools
At least $5 million
3,219,210
64.4%
5,832,325
Protect Workers
Up to $10 million
935,980
9.4%
9,907,716
Restrooms and
At least $5 million
7,107,539
142.2%
15,313,870
Other Repairs
Trails and
At least $5 million
1,627,586
32.6%
6,015,671
Bridges

Spending
Objective
Status
On-track
On-track
On-track
On-track
On-track
Objective Met
On-track

Source: Auditor’s analysis based on Bond Spend Projection Comparison 2015-2018 and Bond marketing
materials

Recommendation 1: The Bond Program Manager should document the
program’s approach to reallocating the approximately $3.4 million in
available bond funds to existing projects or new projects, such as projects
that were considered for Phase II but ultimately not selected, and report on
that approach to the Bond Oversight Committee.
Recommendation 2: The Bond Program Manager should consider adjusting
the contingency and escalation assumptions for internal soft costs in the
Program Budget Template for future projects based on analysis of actual
spending.
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2. Timing of Bond Issuance
Due to lower than expected spending, the Bond Program missed all four spending targets
for the first bond issuance and is expected to miss two out of four spending targets for the
second bond issuance, which does not conform to the Program’s fiscal policies. While the
Parks Replacement Bond Annual Report noted that current low interest rates prevent excess
interest earnings on bond proceeds, which would need to be rebated to the Internal
Revenue Service, rising interest rates could result in higher-than-allowed interest earnings
on bond proceeds in the future if spending of the bond proceeds is not timely.
The second bond series were issued earlier than were needed for actual project spending
due to inadequate communication among program staff regarding project delays and the
pace of construction, a faster than anticipated Bond issuance approval process, and in order
to maintain a stable property tax rate for City residents, which was promised to the voters
but is not the general practice for the City’s other general obligation bonds. Bond Program
staff has already taken steps to address these issues, but we believe the Program would
benefit from formalizing and documenting these processes.

Lower than expected spending resulted in missed Bond spending targets for the
2015 Series C bonds
Bond funds have been spent at a slower rate than anticipated when the bonds were issued.
Parks Replacement Bond Program’s fiscal policies state that 10 percent of bond proceeds are
to be disbursed to the bond-funded projects at six months; 45 percent at 12 months, and 75
percent at 18 months. The first issuance of tax-exempt bonds in 2015 missed all four spending
targets, as shown in Exhibit 13 below
Exhibit 13: First Issuance Spending Targets v. Actual Spending, as of July 2018
100%

100%

80%

96%

75%

60%

60%
45%
% spent

32%

Nov-17

Sep-17

Jul-17

May-17

Mar-17

Jan-17

Nov-16

Sep-16

Jul-16

May-16

Mar-16

Nov-15

Sep-15

Jul-15

Jan-16

10%
6%

0%

Targets

17%

Mar-18

20%

Jan-18

40%

Source: Auditor’s analysis based on Bond Reimbursement Summary
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According to discussions with City staff, the Bond Program’s initial spending projections were
based on spending patterns in the Bureau’s Capital Improvement Program, but Bond project
spending has occurred at a different rate than Capital Improvement Program projects. The
Bureau’s Capital Improvement Program projects incurred a greater share of project costs
during pre-construction activities relative to Bond projects, which incur about 75 percent of
project expenditures during the construction phase later in the project. Bond Program staff
has revised their spending projections to reflect actual spending patterns of completed Bond
projects. Other factors have contributed to project delays and associated delays in spending
including unanticipated delays in obtaining planning permits for some projects, the
competitive construction climate resulting in high bids or too few bids, and weather delays.
The Internal Revenue Service (IRS) Code limits interest earnings on bond proceeds to deter
state and local governments from issuing tax-exempt bonds in order to invest the proceeds
and earn interest. IRS Code Section 148(f) requires state and local governments to rebate
excess interest earnings to the IRS. While the Parks Replacement Bond Annual Report noted
that current low interest rates prevent excess interest earnings on bond proceeds, rising
interest rates could result in higher-than-allowed interest earnings on bond proceeds.

City issued the 2018 Series A bonds without fully spending the prior bond issuance,
which does not conform to the Program’s fiscal policies
Although the Parks Replacement Bond Annual Report identified the variance between
projected and actual bond spending, the second issuance of tax-exempt bonds in 2018 is
expected to miss later spending targets. As of June 2018, the 2018 Series A bonds were
expected to meet the 10 percent spend-down target but miss the 45 percent and 75 percent
spend-down targets, as shown in Exhibit 14 below.
According to the Bond Replacement Program’s fiscal policies, bond proceeds are expected to
be spent in full prior to the issuance of the subsequent bond issuance. However, nearly $1
million in 2015 Series C tax-exempt bonds remain unspent as of July 31 2018 7. Further, while
the 2018 Series A bonds were issued in January 2018, the bond proceeds were first spent in
April 2018.

7

As shown in Exhibit 5 in the introduction, 2015 Series C tax-exempt bond proceeds were $26.3 million and
expenditures were $25.4 million, for a remaining balance of $0.9 million as of July 31, 2018.
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Exhibit 14: Second Issuance Spending Targets v. Actual Spending, as of July 2018
100%

100%
75%

80%

70%
60%
45%
39%

40%
20%

% spent
% spent
(proj)

10%

0%

Source: Auditor’s analysis based on Bond Reimbursement Summary and Bond Spend Projection
Comparison 2015-2018

According to interviews with staff, the 2018 Series A bonds were issued too early due to lower
than expected spending in the winter of 2017 and spring of 2018. Actual spending between
October 2017 and June 2018 was less than spending projected in November 2017 by $10.5
million, or 55.1 percent, as shown in Exhibit 15 below. Nearly half of the variance was driven
by three projects with lower than expected spending of more than $1 million, including Mt.
Tabor, Pioneer Courthouse Square, and North Park Blocks.
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Exhibit 15: Projected Spending v. Actual Spending, as of July 2018
$10 M

Actual Project Spend

$9 M

Estimated Common Costs*

$8 M

Projected Spend

$7 M
$6 M
$5 M
$4 M
$3 M
$2 M
$1 M
0

Fiscal Quarter
Oct 2017 - Dec 2017
Jan 2018 - Mar 2018
Apr 2018 - Jun 2018
Total

Projected
(Nov 2017)
$9,138,108
$6,269,844
$3,662,768
$19,070,719

Actual
$5,938,425
$1,384,136
$1,230,755
$8,553,316

Variance
$3,199,683
$4,885,707
$2,432,013
$10,517,404

% Variance
35.0%
77.9%
66.4%
55.1%

Projects that underspent by more than $1M, Oct 2017 through Jun 2018
Site
Mt. Tabor
Pioneer Courthouse
Square
North Park Blocks
Total

Projected
$2,147,215

Actual
$169,856

Variance
$1,977,359

% of Total
Variance
18.8%

$4,742,548
$1,246,952
$8,136,715

$3,047,397
$10,302
$3,227,556

$1,695,151
$1,236,650
$4,909,160

16.1%
11.8%
46.7%

Source: Auditor’s analysis based on Bond Spend Projection Comparison 2015-2018 from July 2018
*Quarterly common costs estimated based on fiscal year annual amounts provided August 2018

According to staff, actual spending was lower than projected for these projects due to
inadequate communication between project management staff and the Program’s
Management Analyst, who creates the spending projections, regarding project delays and the
pace of construction. While some projects experienced delays that were unanticipated, others
(such as Mt. Tabor) experienced delays that were expected by project management staff and
could have been incorporated into the Program’s spending projections in advance of bond
issuance. As of July 2018, the Management Analyst has been reaching out to project managers
to adjust spending projections based on up-to-date project information. We believe this
process would benefit from being formalized and documented.
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In addition to projected spending and the availability of funds for project-related expenses,
Program management, in consultation with the City’s Debt Management Office, also
considered the City Council approval process for bond issuance, which took less time than
anticipated, and the impact of bond issuance timing on property tax rates. In marketing the
bonds, the City promised residents a constant tax rate, and the Ballot Measure stated that the
Parks bond tax rate was not expected to increase from the (then) current rate of $0.0877 per
$1,000 of assessed value. To avoid fluctuations in tax rates, the city issued bonds at an earlier
date than was required. According to Debt Management, issuance of the City’s other general
obligation bonds have not been similarly constrained by expected tax rate fluctuations.
Because the second bond issuance occurred at a later date than initially planned, the tax rate
dipped to $0.0378 per $1,000 of assessed value for FY 2017-18. The tax rate increased to
$0.0873 per $1,000 of assessed value for FY 2018-19, following the second bond issuance, as
shown in Exhibit 16 below.
Exhibit 16: General Obligation Parks Bonds Property Tax Levy
Fiscal Year
FY 2015-16
FY 2016-17
FY 2017-18
FY 2018-19
FY 2019-20
FY 2020-21
FY 2021-22
FY 2022-23
FY 2023-24
FY 2024-25
FY 2025-26
FY 2026-27
FY 2027-28
FY 2028-29
FY 2029-30

Tax Rate per
$1,000 AV
$0.0874
0.0867
0.0378
0.0873
0.0877
0.0876
0.0877
0.0876
0.0877
0.0876
0.0877
0.0877
0.0877
0.0675
0.0552

Tax on Property with
$200,000 A.V.
$17.49
17.35
7.56
17.45
17.54
17.53
17.54
17.53
17.54
17.53
17.53
17.53
17.54
13.51
11.04

Source: Actual and Projected Debt Service and Property Tax Levy, provided by Bond Program staff
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Recommendation 3: The Bond Program Manager should formalize and
document existing procedures on how to determine timing and size of bond
issuance in advance of the third bond issuance in 2019. The procedures
should specify how maintaining stable property tax rates will be prioritized
among other considerations.
Recommendation 4: The Bond Program Manager should direct the
Management Analyst to formalize and document existing procedures to (a)
communicate with project managers and make necessary adjustments to
spending projections for their projects; and (b) compare actual and projected
spending on a regular basis to determine if other adjustments are necessary
to improve the accuracy of projections.
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3.

Common Costs and Overhead
The City of Portland allocates overhead costs for general central support services to the
City’s bureaus in time for the bureaus to incorporate the overhead allocation into their
annual budget requests. Portland Parks & Recreation incorporates these overhead
allocations, calculated as a percentage of staff time, into the budgets for the Capital
Improvement Program and Bond Program. Portland Parks & Recreation found in 2016 that
the administrative costs (called “common costs”) for starting up the Bond Program,
including setting up computers, training and other expenses for Bond Program staff,
exceeded the overhead charged to the Bond Program. The Bond Program’s common costs
prior to FY 2016-17 of $794,166 were $169,912 more than overhead costs of $624,254
reimbursed by the Bond Program. While the budget templates for the Bond Program still
incorporate the citywide overhead allocation, beginning in FY 2016-17, the Bond Program
began requesting monthly reimbursement for common costs rather than overhead costs
from bond funds.
Between FY 2015-16 and FY 2017-18, total citywide overhead allocations to Bond Program
projects were $1,966,089, which varied by only one percent from common costs reimbursed
by bond funds of $1,949,188. However, the annual variance ranged from common costs
being 27 percent more than the citywide overhead allocation in FY 2015-16 to 28 percent
less than the citywide overhead allocation in FY 2017-18. According to interviews with Bond
Program staff, reconciling the difference between overhead costs and common costs will be
more difficult as the difference between these costs increases. According to these
interviews, allocating citywide overhead percentages to Bond Program projects, as is done
with Capital Improvement Program projects, would more accurately reflect overhead costs
incurred by the Bond Program. Going forward, the Bond Program should revise their
practices to consistently charge citywide overhead percentages to Bond Program projects in
order to reflect overhead costs incurred by the projects and avoid potentially difficult
reconciliation of common costs to overhead costs each year.

The Bond Program’s practice for allocating administrative overhead to bond project
budgets does not consistently reflect actual costs
Portland overhead costs
The Government Finance Officers Association (GFOA) defines indirect costs as shared
administrative expenses where a department or agency incurs costs for support that it
provides to other departments/agencies, including legal, financial, human resources,
technology, facilities, maintenance, and other services. While indirect costs and overhead are
not synonymous, the City of Portland’s Comprehensive Financial Management Policies state
that “the City shall establish and maintain a consistent methodology for allocating the costs of
the City’s central service functions and activities that benefit or are used by several City
bureaus”, and that “costs shall be allocated for general central support services or activities
budgeted in the General Fund”. The City’s Financial Policy 2.08.01 defines the City’s General
Fund overhead costs as those incurred by specified functions within the Bureau of Planning
and Sustainability, City Budget Office, Council Office, Office of Equity and Human Rights, Office
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of Government Relations, Office of Management & Finance, Office of Neighborhood
Involvement, Office of the City Attorney, Office of the City Auditor, Portland Bureau of
Emergency Management, Portland Fire & Rescue, Special Appropriations, and Responsibility.
The City’s Budget Office allocates costs for general central support services to the City’s
bureaus in time for the bureaus to incorporate the overhead allocation into their annual
budget requests.
Allocation of overhead costs to capital projects
Portland Parks & Recreation allocates the City’s overhead costs to their Capital Improvement
Program projects. 8 Capital overhead rates are calculated as a percentage of staff costs and
vary from year-to-year, as shown in Exhibit 17 below:
Exhibit 17: Overhead Percentage Charged to Capital Projects
135.00%

128.61%

130.00%
125.00%

116.98%

120.00%
115.00%
110.00%
105.00%

101.74%

98.72%

100.00%
95.00%
90.00%
85.00%

2015

2016

2017

2018

Fiscal Year
Source: Portland Parks & Recreation Bond Fund Management Monthly Report.

The Park Replacement Bond Program policies state that the Portland Park & Recreation
Finance Manager is responsible for tracking overhead costs charged to the bond, and working
with the Bond Program Manager to ensure that these costs do not exceed projections. Each
project develops a budget using the budget template designed for the Bond Program. The
budget template was revised in 2016 based on a third-party review by the Budget Controls
Group, Inc. Bond template policies define how overhead should be added to budget template:
a. These are the costs for Portland Parks & Recreation staff to manage the project
from cradle to grave. It includes overall project management, construction
management, public involvement, and any other internal soft costs associated
with the project. The budget template is updated annually to incorporate changes
to the City’s overhead rate.

8

The Capital Improvement Program, which is funded by System Development Charges, General Fund, and other
funding sources, includes projects that expand Portland Parks & Recreation facilities. The Bond Program is funded
by bond funds for the repair and replacement of existing facilities in order to extend their useful life.

25

Harvey M. Rose Associates, LLC

3. Common Costs and Overhead
b. The costs for project management, construction management, and PM/CM
assistant include the hourly wage rate and direct costs (e.g. health benefits,
retirement account, TriMet passes), and do not include overhead (which is
calculated separately, as mentioned above).
Common costs
In 2016, Portland Parks & Recreation determined that the City’s overhead allocation should
not be reimbursed by bond funds, because the City’s overhead expenses did not accurately
reflect administrative expenses incurred by Bond Program projects. Administrative expenses
(called “common costs”) to be reimbursed by the Bond Program consist of staff time
(management analyst, bond program manager, and other staff time), paid time off, training,
and staff meetings. Portland Parks & Recreation found in 2016 that the common costs for
starting up the Bond Program, including setting up computers, training and other expenses,
exceeded the overhead charged to the Bond Program. The Bond Program’s common costs
prior to FY 2016-17 of $794,166 were $169,912 more than overhead costs of $624,254
reimbursed by the Bond Program.
Beginning in FY 2016-17, the Bond Program began requesting monthly reimbursement for
common costs rather than overhead costs from bond funds. The Bond Program retroactively
reconciled overhead costs that were reimbursed by bond funds prior to FY 2016-17 with
common costs incurred by projects.
Reconciliation of overhead charges and common costs going forward
The Bond Program continues to allocate overhead percentages to Bond Program projects, and
reconcile the overhead costs to common costs to be reimbursed by bond funds. According to
Bond Program staff, because common costs and overhead percentages are close in value,
reconciliation of overhead percentages allocated to Bond Program projects with common
costs incurred by the projects is not difficult. However, the difference between common costs
and overhead costs were much larger in FY 2017-18 compared to FY 2016-17; common costs
were $37,659 or 7 percent more than the overhead allocation in FY 2016-17, but were
$224,472 less or 28 percent less than the overhead allocation in FY 2017-18, as shown in
Exhibit 18 below.
Exhibit 18: Comparison of Overhead and Common Costs Charged to Bond Program Projects
Fiscal Year
FY 2015-16
FY 2016-17
FY 2017-18
3 Year Total

Common
Cost
Expenditures

Bond
Projects
Expenditures

Capital
Overhead
Allocation

$794,166
591,304
563,718
$1,949,188

$4,237,347
10,811,715
11,912,530
$26,961,592

$624,254
553,645
788,190
$1,966,089

Common Costs
More/ (Less)
than Overhead
Allocation
$169,912
$37,659
($224,472)
($16,899)

Common
Costs as % of
Overhead
Allocation
27%
7%
-28%
-1%

Source: Auditor’s analysis based on Bond Fund Management Monthly Report

Common costs varied less than overhead costs between FY 2016-17 and FY 2017-18. Common costs
of $563,718 in FY 2017-18 were 5 percent less than common costs of $591,304 in FY 2016-17.
Overhead costs of $788,190 in FY 2017-18 were 42 percent more than overhead costs of $553,645.
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Common costs charged to Bond Program projects decreased from 18.7 percent in FY 2015-16 to 4.7
percent in FY 2017-18, as shown in Exhibit 19 below.
Exhibit 19: Decrease in Common Costs Charged to Bond Program Projects
Fiscal Year

Common Cost
Expenditures

Bond Projects
Expenditures

FY 2015-16
FY 2016-17
FY 2017-18
3 Year Total

$794,166
591,304
563,718
$1,949,188

$4,237,347
10,811,715
11,912,530
$26,961,592

Common Costs
as % of Bond
Project
Expenditures
18.7%
5.5%
4.7%
7.2%

Source: Auditor’s analysis based on Bond Fund Management Monthly Report

While the total variance between overhead costs and common costs was 1 percent in the
three-year period from FY 2015-16 through FY 2017-18, the annual variance ranged from 27
percent to -28 percent (a 55-point range). According to interviews with Bond Program staff,
reconciling the difference between overhead costs and common costs will be more difficult as
the difference between these costs increases. According to these interviews, allocating
citywide overhead percentages to Bond Program projects, as is done with Capital
Improvement Program projects, would more accurately reflect overhead costs incurred by the
Bond Program. Going forward, the Bond Program should revise their practices to consistently
charge citywide overhead percentages to Bond Program projects in order to reflect overhead
costs incurred by the projects and avoid potentially difficult reconciliation of common costs to
overhead costs each year.
Recommendation 5: The Bond Program Manager should revise Bond
Program practices to consistently charge citywide overhead percentages to
Bond Program projects in order to reflect overhead costs incurred by the
projects and avoid potentially difficult reconciliation of common costs to
overhead costs each year.
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Tracking System Development Charges in Bond Projects
Bond-funded projects may also include System Development Charges (SDC) and other funds
for project components not eligible for bond funding. The Park Replacement Bond funds are
to be used for repairs and improvements to existing playgrounds, pools, restrooms, bridges
and trails, and other facilities, while SDC funds pay for the acquisition and development of
new parks, trails, and natural areas across the City.
Bond funds and SDC funds were approved for different purposes, and therefore, need to be
tracked according to the purpose for which they were approved. While Portland Parks &
Recreation finance staff set up separate project codes for charging bond and non-bond
funds for project costs, written bond program policies do not specify how SDC and other
project funds are to be to be tracked. The Bond program is inconsistent in tracking how
non-bond funds are spent on Bond projects; three of the 21 completed projects combined
bond and SDC funding in their tracking documents, so that it was not possible to tell how
much of each funding source had been spent, and an additional two projects included all
funding sources in their projected spend amounts but excluded other (non-bond) funding
sources in their original budget amounts. Going forward, the Bond Program Manager should
document procedures to budget and track bond and non-bond funding by project.

The Bond program’s tracking of System Development Charges and other non-bond
funds allocated to Bond program projects is inconsistent among projects
The Park Replacement Bond program renovates Portland Parks & Recreation parks and
facilities to extend their useful life. Some Bond program projects to expand existing parks and
facilities are also funded by System Development Charges or other sources. The Park
Replacement Bond funds are to be used for repairs and improvements to Portland Parks &
Recreation playgrounds, pools, restrooms, bridges and trails, and other facilities. The Park
System Development Charge (SDC) is a one-time fee assessed on new development in
Portland to fund the acquisition and development of new parks, trails, and natural areas
across the City.
Of the 52 Bond program projects, 13 projects also have SDC and other funds. The 52 Bond
program projects have total budgets of $76.4 million, of which $66.3 million are bond funds
and $10.1 million are SDC and other funds, as shown in Exhibit 20 below.
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Exhibit 20: Park Replacement Bond Projects with SDC and Other Funding Sources

13 Projects with SDC or Other Funds
Playgrounds
Couch
Creston
Lynchview
Gabriel Playground
Glenhaven Playground
Pools
Matt Dishman
Protect Workers (Worker Facilities)
Delta Park
Pioneer Courthouse Square
Pioneer Courthouse Square
Restrooms and Other Projects
Colonel Summers Parkk
Parklane Park
St Johns CC
Ventura Park
Wilkes Park
Subtotal, Projects with SDC or Other Funds
39 Projects with Bond Funds Only
Total

Bond
Allocation

Other Funds

Total Budget

$1,633,515
1,106,287
1,405,030
1,700,000
1,450,000

$500,000
950,000
1,800,000
2,500,000
250,000

$2,133,515
2,056,287
3,205,030
4,200,000
1,700,000

839,914

208,000

1,047,914

2,364,091

2,000,000

4,364,091

10,000,000

150,000

10,150,000

810,765
97,552
1,469,782
314,758
246,681
$23,438,375
42,887,753
$66,326,128

500,000
500,000
90,951
400,000
300,000
$10,148,951
0
$10,148,951

1,310,765
597,552
1,560,733
714,758
546,681
$33,587,326
42,887,753
$76,475,079

Source: Bond Spend Projection 2015-2018

SDC Funding Approval
In 2016 Portland Parks & Recreation developed a detailed approval process for use of SDC
funds. The project manager submits the request for use of SDC funds to the SDC program
manager who reviews the request for eligibility and completeness in coordination with finance
and other staff. The request is further reviewed and approved by the Senior Management
Team subcommittee, the Portland Parks & Recreation Director, and the Commissioner.
Prior to this process, one Bond program project – Parklane Loo – exceeded its budget for bond
funds because the allocation of total bond and SDC funding to the project was not clear. The
excess charges to the bond fund have not yet been reversed because Portland Parks &
Recreation staff are still reviewing documents to identify which project components were
eligible for SDC funding.
Insufficient Procedures to Track Bond and SDC Funds
Projects that expand existing Portland Parks & Recreation facilities may be added to bond
funded projects in early planning stages or during the life of the project. The amount of SDC
funds allocated to the project may be estimated by comparing the original project to the
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expanded project. For example, the Matt Dishman Pool project added $208,000 in SDC funds
to expand the spa, which was the estimated cost difference between replacing the original
size of the spa and adding to the size of the spa. The Pioneer Courthouse Square project added
$150,000 in SDC funds to add all-user restrooms, which according to the project manager, was
estimated by the design team as the difference between the base project and the additional
all-user restrooms.
Bond funds and SDC funds were approved for different purposes, and therefore, need to be
tracked according to the purpose for which they were approved. While Portland Parks &
Recreation finance staff set up separate project codes for charging bond and non-bond funds
for project costs, written bond program policies do not specify how SDC and other project
funds are to be to be tracked. According to interviews with project managers, project
managers tracking of SDC funds may vary by project. Generally, project managers allocate SDC
funds proportionately to project costs, although projects that have a large portion of SDC
funding may have a separate tab in the budget template. The budget tracking spreadsheet for
the Pioneer Courthouse Square project did not differentiate bond and SDC expenditures, but
rather subtracted the estimated SDC expenditures of $150,000 from the total project amount
of $10,150,000 in each of the reporting periods (100% design development, 70% construction
documents, etc.)
As noted in Section 1 of this report, the Bond program is inconsistent in tracking how nonbond funds are spent on Bond projects, making it difficult to calculate the overall program
surplus. Because project budgets reported in the Bond Budget Contingency Tracking
document do not consistently exclude SDC funding or other funding sources, the document
overstates total undistributed bond funds by $0.2 to $0.6 million. Three of the 21 completed
projects combined bond and SDC funding in their tracking documents, so that it was not
possible to tell how much of each funding source had been spent, and an additional two
projects included all funding sources in their projected spend amounts but excluded other
(non-bond) funding sources in their original budget amounts.
Recommendation 6: The Bond Program Manager should document
procedures to budget and track bond and non-bond funding by project going
forward.
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5.

Professional Service Contract Selection & Monitoring
Portland Parks & Recreation follows the City’s contracting procedures for professional
services. The pool of on-call professional service contractors selected by Portland Parks &
Recreation is available to both the Bond Program and the Capital Improvement Program.
Although on-call contracts and task orders are entered into the City’s financial system, SAP,
the Bond Program tracks on-call contracts for Professional/Technical/Expert services
manually via five excel spreadsheets (contract insurance tracking, funds remaining, next in
rotation, etc.), making it difficult to monitor contracts that have expired insurance
documents, have terms that are ending, or have insufficient funds remaining. The Bond
Program would benefit from formalizing and documenting existing policies and procedures
for on-call Professional/Technical/Expert contract management and monitoring to ensure
the availability of sufficient qualified contractors to meet future needs
In addition, neither the City nor the Parks Replacement Bond Program has a formal process
to evaluate contractors. In the absence of a documented process to evaluate contractor
performance, the Bond Program risks using underperforming contractors, or faces potential
liability for not using contractors who underperform but for whom underperformance has
not been documented. Portland Parks & Recreation staff should consult with Procurement
Services to determine how Bond Program staff can evaluate and work with contractors to
improve their performance.

The City’s contracting procedures for professional services
The City of Portland’s January 2018 Professional, Technical, and Expert (PTE) Services manual
details the City’s procedures to procure PTE services. The manual does not address specific
internal approvals, reviews, or authorization procedures that City bureaus or the City’s
financial system has in place. The City bureaus are responsible for creating solicitation
documents, assembling evaluation teams, and negotiating and administrating contracts.
Portland Parks & Recreation has a separate manual, issued in 2016, that details procedures for
contracting for PTE services.
According to the City’s procurement procedures, architectural and engineering services must
be selected through the Qualification Based Selection method 9, and other services related to
public improvements (such as construction management) may be selected through
Qualification Based Selection at the Chief Procurement Officer’s discretion. City bureaus may
enter into price agreements for on-call services provided by architectural, engineering, and
other providers for projects whose scope and budget are not pre-determined.
The Portland Parks & Recreation Bureau’s Capital Improvement Program and Parks
Replacement Bond Program generally use on-call contractors for PTE services selected
through Qualification Based Selection. As of August 2018, the Portland Parks & Recreation
9

Qualifications-based selection is a process in which service providers are retained based on qualifications rather
than price.
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Bureau had 89 active professional services contracts in 23 service categories, with contract
amounts of $15.3 million, as shown in Exhibit 21 below. Landscape architecture, civil
engineering, and architecture services comprise approximately $9.4 million or 60 percent of
these contract services.
Exhibit 21: Portland Parks & Recreation Professional Services Contracts by Category as of
August 2018
Category of Service
Landscape Architecture
Civil Engineering
Architecture Services
Subtotal
Roof & Building Envelope Investigation and Design
Structural Engineering
Mechanical Engineering
Construction Management
Special Inspections
Surveying
Geotechnical Engineering
Electrical Engineering
Property Appraisals
Trail Planning & Design
Building & System Commissioning
Consulting Arborist
Cost Estimating
Art Restoration
Special Inspections
Hazardous Materials Testing & Abatement
Environmental Graphic Design
Permit Specialty
Photography Services
Professional Writing Services
Total

Total Contract Amounts
by Category
$4,592,682
2,397,500
2,370,000
$9,360,182
1,158,343
625,000
525,000
450,000
425,000
400,000
397,250
325,000
250,000
225,000
225,000
200,000
200,000
150,000
100,000
100,000
100,000
50,000
50,000
25,000
$15,340,775

Source: Auditor’s analysis based on PP&R’s on-call services spreadsheet
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Task Orders
Bond Program project managers select contractors from the on-call contract list to provide
services to specific projects. On-call contractors are selected in rotation, and are requested to
provide a proposal for the project work. If proposals are consistent with the on-call contract
provisions, the City issues a task order for the work to be performed by the contractor.
Contracts and task orders are entered into, and purchase orders and invoices are processed
through, the City’s financial system, SAP.

Monitoring of on-call contracts and efforts to replenish pool of on-call contractors
could be better coordinated
Although on-call contracts and task orders are entered into SAP, the Bond Program tracks oncall contracts for PTE services manually via five excel spreadsheets (contract insurance
tracking, funds remaining, next in rotation, etc.), making it difficult to monitor contracts that
have expired insurance documents, have terms that are ending, or have insufficient funds
remaining. According to interviews with staff, although contract information is entered into
SAP, contract tracking capabilities within SAP are not sufficient to allow the Bureau to
effectively monitor their contracts, and SAP does not issue any automatic alerts to inform staff
that a contract is going to expire in three months for example.
In addition, the Bond Program would benefit from formalizing current processes for
determining if on-call contracts need to be replenished. The Office Support Specialist, who
maintains the on-call contract tracking documents, and the Bureau’s Procurement Analyst
discuss the status of contracts on an as-needed basis to determine if a solicitation needs to be
issued to add additional contractors to the on-call list.
Of the $15.3 million in professional services contracts, $8.7 million has been spent and $6.6
million remain, as shown in Exhibit 22 below. All of the outstanding architectural services
contracts will expire in the next six months, while nearly 60 percent of outstanding landscape
architectural services contracts and more than 80 percent of civil engineering contracts will
expire in the next six months, as shown in Exhibit 22 below.
The Bureau will need to have new contracts in place by January to ensure continuity of bond
program services. The Bureau issued a solicitation for on-call civil engineering and landscape
architectural services on August 29, 2018 and planned to issue a solicitation for on-call
architectural services in early October 2019. Awarded contracts for on-call civil engineering
and landscape architectural services would begin on January 1, 2019, and awarded contracts
for on-call architectural services would begin January 15, 2019 (according to the draft request
for proposal), which is one day after all existing architectural services contracts expire. Any
delays in issuing the architectural services solicitation could increase the time between
contract expiration and the start date for new contracts and potentially result in project
delays.
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Exhibit 22: Contracts Expiring in the Next Six Months as of August 2018
Services
Landscape Architecture
Architecture Services
Civil Engineering
Subtotal
Construction Management
Mechanical Engineering
Roof & Building Envelope
Investigation and Design
Special Inspections
Trail Planning & Design
Surveying
Structural Engineering
Electrical Engineering
Consulting Arborist
Geotechnical Engineering
Building & System Commissioning
Art Restoration
Special Inspections
HazMat Testing & Abatementnew
Property Appraisals
Cost Estimating
Environmental Graphic Design
Photography Services
Professional Writing Services
Total

Total
Amount
Remaining
$1,362,809
1,321,754
756,260
$3,440,823
450,000
339,350

Contracts that expire in less
than 6 months
Amount
% of Total
Remaining
Remaining
$801,257
59%
1,321,754
100%
635,355
84%
$2,758,366
80%
0%
0%

239,798
237,485
225,000
215,407
205,307
202,268
188,627
154,162
151,747
140,920
96,500

25,288
75,619

188,627
257

91,350
78,500
62,920
47,600
46,200
16,422
$6,630,385

19,500

$3,067,656

11%
32%
0%
0%
0%
0%
100%
0%
0%
0%
0%
0%
25%
0%
0%
0%
0%
46%

Source: Auditor’s analysis based on PP&R’s on-call services spreadsheet

Inadequate contract monitoring and management could result in project delays due to a lack
of qualified contractors with sufficient funds remaining on their contracts. Additionally, the
Bond Program could face potential liability for using contractors with expired insurance
documents or with insufficient funds remaining on existing contracts. According to Bond
Program staff, updated contractor insurance certifications are reviewed and approved before
contract execution or task order issuance (including any amendments thereof). According to
interviews, a lack of sufficient qualified contractors in the Bureau’s on-call pool has been a
problem in the past, but it has not negatively impacted the Bond Program as of July 2018.

The City has no formal process to evaluate contractor performance
According to interviews, neither the City nor the Parks Replacement Bond Program has a
formal process to evaluate contractors. In the absence of a documented process to evaluate
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contractor performance, the Bond Program risks using underperforming contractors, or faces
potential liability for not using contractors who underperform but for whom
underperformance has not been documented. According to the National Association of State
Procurement Officials 10, assessing contract risks and monitoring after the contract has been
awarded is a best practice for local government contract management. Additionally, they
recommend that procurement agencies collect customer needs and contract performance
data from users for existing contracts in order to inform specifications to include in future
contracts for similar services. Portland Parks & Recreation staff should consult with
Procurement Services to determine how Bond Program staff can evaluate and work with
contractors to improve their performance.
While project managers did not report issues with contractor performance, program staff
reported that some contractors have under-bid on contracts in the past and subsequently
received bid increases through change orders. The Bond Program response has been to
provide extremely detailed scopes in its requests for proposals to mitigate the risk of
increased contract costs.
Recommendation 7: The Portland Parks & Recreation Director should
consult with the City’s Director of Procurement to determine how Bond
Program staff can evaluate and work with contractors to improve their
performance.
Recommendation 8: The Portland Parks & Recreation Director should
request that staff in the Operations and Strategies Division formalize and
document existing policies and procedures for on-call PTE contract
management and monitoring to ensure the availability of sufficient qualified
contractors to meet future needs.

10

NASPO is a non-profit association comprised of directors of the central purchasing offices in all 50 states and
Washington, D.C.
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Appendix I
Phase I and Phase II Bond Funded Projects
Site
Playgrounds
Couch
Creston
Kenton
Lents
Lynchview
North Park Blocks
Ventura
Gabriel Playground
Gilbert Playground
Glenhaven Playground
Playground Parts & Pieces
Subtotal, Playgrounds
Trails and Bridges
Maple Trail
Macleay Pk
Springwater Bridges
Foley-Balmer Bridge
Marshall Park Bridge
Springwater Bridge II
Subtotal, Trails & Bridges
Pools
Grant
Matt Dishman
Peninsula Park Feasibility Study
Peninsula Pool Mechanical
Subtotal, Pools
Protect Workers
Mt. Tabor
Delta Park
Subtotal, Protect Workers
Pioneer Courthouse Square
Pioneer Courthouse Square
Subtotal, Pioneer Square
Accessibility
Washington Park Rose Garden
MAC ADA Project
Mt. Tabor Handrails
EPCC ADA
Subtotal, Accessibility
Restrooms and Other Projects
Argay Park
Bloomington Park
Couch Park Loo
Colonel Summers Pk
Ed Benedict Park
Raymond Park Loo
Glenwood Park
Lynchview Park Irrigation

Phase I

Phase II

$1,633,515
806,287
968,947
1,471,908
1,405,030
1,598,656
1,103,719
0
0
0
0
$8,988,062

$1,633,515
1,106,287
968,947
1,471,908
1,405,030
1,598,656
1,103,719
1,700,000
1,100,000
1,450,000
3,000,000
$16,538,062

$0
300,000
0
0
0
0
0
1,700,000
1,100,000
1,450,000
3,000,000
$7,550,000

$763,421
763,421
2,348,830
0
0
0
$3,875,671

$563,897
962,944
2,348,830
750,000
750,000
640,000
$6,015,671

($199,524)
199,524
0
750,000
750,000
640,000
$2,140,000

$1,681,998
839,914
110,413
0
$2,632,325

$1,681,998
839,914
110,413
3,200,000
$5,832,325

$0
0
0
3,200,000
$3,200,000

$7,543,625
2,364,091
$9,907,715

$7,543,625
2,364,091
$9,907,716

$0
0
$0

$10,000,000
$10,000,000

$10,000,000
$10,000,000

$0
$0

$1,918,484
0
0
0
$1,918,484

$1,918,484
450,000
250,000
100,000
$2,718,484

$0
450,000
250,000
100,000
$800,000

$1,067,533
421,842
577,388
810,765
633,800
0
391,488
179,777

$1,067,533
421,842
577,388
810,765
100,000
533,800
391,488
179,777

$0
0
0
0
(533,800)
533,800
0
0
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Site
Mary Rieke Soccer
Mount Tabor Summit
Multnomah Arts Center Seismic
Multnomah Arts Center
Cottages
Parklane Park
Sellwood Park Roof
St Johns CC
Ventura Park
Wilkes Park
Matt Dishman Roof
Matt Dishman Electrical
Montavilla CC Roof
Pier Park Restroom
Sellwood Park Kitchen Roof
MAC Seismic
Fernhill HSE
Subtotal, Restrooms and Other
Total

Phase I
2,173,057
623,984
126,896

Phase II
2,173,057
623,984
126,896

106,028
97,552
1,272,539
1,044,782
314,758
246,681
0
0
0
0
0
0
0
$10,088,870
$47,411,127

106,028
97,552
1,272,539
1,469,782
314,758
246,681
500,000
250,000
1,300,000
750,000
500,000
1,000,000
500,000
$15,313,870
$66,326,128
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0
0
0

0
0
0
425,000
0
0
500,000
250,000
1,300,000
750,000
500,000
1,000,000
500,000
$5,225,000
$18,915,001
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Appendix II
Audit Methodology

Audit Objective
The objectives of the performance audit of the Parks Replacement Bond Program were to
determine if:


The Bond Program funds were spent in a manner that adheres to the language of the
measure approved by the voters, approving $68 million in general obligation bonds to
fix and improve park facilities while maintaining the current property tax rate, and
requiring audits and public oversight;



The Bond Program is operating in a fiscally responsible manner, including maintaining
fiscal accountability as a core driver, ensuring bond dollars are clearly and separately
tracked, and ensuring integrity and accuracy of financial statements.

Audit Process
The performance audit was conducted in three phases. The first phase consisted of the initial
assessment, the second phase was detailed field work, and the third phase was reporting and
quality assurance.

Initial Assessment
The project team met with Portland Parks & Recreation staff responsible for the Bond
Program in a kick-off meeting on July 18, 2018. The purpose of this meeting was to introduce
the project team, discuss the audit process, and discuss our initial request for information.
Based on our discussion in the kick-off meeting, we revised our request for information.
Initial Request for Information
Documents obtained through our initial request for information and reviewed by project team
included:
















Bond Program policies and procedures
City of Portland procurement policies and procedures
List of all completed Bond Program projects
Examples of construction and professional/technical/expert services and construction
contracts
Examples of program status reports for three projects selected for detailed review:
Lents Park Play Area Renovation, Argay Park Tennis Courts, and Pioneer Courthouse
Square
Portland Parks & Recreation organization chart
Bond Program annual reports
Oversight Committee annual reports and Oversight Committee meeting minutes
Budget contingency tracker, budget template methodology, budget template, capital
project financial structure
Bond administration v. common costs
Bond financial tracking overview
Operating procedures for Portland’s financial system (SAP), and for insurance
collection, contracts, debt management, procurement, project digital archiving,
spending forecasts, and task orders
Sample management reports, including “At-a-Glance”, reimbursement requests, and
project spend reports
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Construction management manual
Memoranda for pricing of bond issuances
Memoranda pertaining to timing of bond issuances, property tax rates, and bond
spending
Oversight Committee meeting minutes

Initial Interviews
We conducted survey interviews in July and August with the following City of Portland and
Portland Parks & Recreation staff:


Portland Parks & Recreation Assets & Development Division Manager



Bond Program Manager



Portland Parks & Recreation staff responsible for bond program budget and tracking



Portland Parks & Recreation staff responsible for contracting and procurement



Bond Program project managers for Pioneer Courthouse Square, Argay Park Tennis
Courts, and Lents Park Play Area Renovation



City of Portland debt management staff

Progress Report
As part of our initial assessment, we submitted a progress report to the Bond Program
manager on August 17, 2018, summarizing (i) Bond Program spending as of July 2018; (ii) bond
spending rates; (iii) spending variances by theme and by pool projects; (iv) contract selection
and monitoring; and (v) project management, communication, and decision making. The
progress report outlined the tasks for the detailed field work phase of the audit.

Field Work
The progress report outlined the field work phase of the audit:
The Bond program’s decision making and control structures
This task consisted of an assessment that (a) bond funds are achieving the objectives of the
Bond program; (b) safeguards are in place to ensure proper use of resources; (c) use of Bond
resources are reported to management and the public; (d) information in reports is reliable;
and (e) the Bond program complies with applicable laws.
As part of this task, we reviewed (a) the assumptions in initial budget planning; (b) the reasons
for delays in project spending, the impact on the timing of bond issuance, and the Bond
programs actions to better estimate project spending and bond issuance; (c) how
program/project changes are communicated and approved; and (d) the effectiveness of
communication between the Portland Parks & Recreation staff working with the Bond
program and other City staff
The Bond program’s activities and spending
This task consisted of (a) a review of all bond revenues and expenditures and whether the
Bond program is on track to meet its goals; (b) a review of the 52 bond-funded projects’
budgets, scopes, and timelines, reasons for changes to the projects (if any), approval process
for project changes, and reporting of changes to management and the public; and (c) an
assessment that bond funds are property charged, and not used for non-project expenses.
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As part of this task, we reviewed budget tracking, and communication between project
managers and supervisors. We assessed the (a) procedures and controls in place to ensure
that bond funds are not charged for expenses that should be paid from other funds (such as
developer fees); and (b) the Bond program’s methodology to calculate overhead charges to
bond-funded projects
The Bond program’s control and monitoring environment
This task consisted of an assessment of (a) monthly and annual management reporting; (b) the
role of the Bond Oversight Committee; (c) monitoring of bond-funded projects by Department
management; (d) the sufficiency of reporting on projects to management and the public; and
(e) the contract selection, task order, amendment, and change order process.
As part of this task, we (a) reviewed the Bond program’s process to select consultants,
monitor consultant contracts, issue task orders and amendments, and evaluate contractor
performance; (b) identified contract change orders, the reasons for change orders, the change
order approval process, and the impact on project and program contingencies; and (c) project
managers’ adherence to project management guidelines.
To conduct the detailed field work, we collected and evaluated additional documents,
including:





Request for Proposals for professional/technical/expert services, and on-call
contractor tracking documents
Updated Bond Program budget tracking documents
Bond Program contingency tracker
Budget template documents

We had follow up discussion with Bond program, contracting, and debt management staff to
ensure an adequate understanding of (i) the City of Portland’s process for timing of bond
issues, (ii) Portland Parks & Recreation’s contracting process, and (iii) Bond program
procedures for developing and tracking project budgets, including scope changes,
contingencies, overhead allocations and other budget processes.
In performing the three audit task above, we evaluated three bond projects in detail – Argay
Park, Lents Park, and Pioneer Courthouse Square – as a source of evidence for our
performance audit findings. This evaluation included in-depth interviews with the three
project managers, and detailed evaluation of project documents (project status reports,
contracts and contract amendments, change order documentation, budgets, project
schedules, and project scope changes).

Reporting and Quality Assurance
We submitted a confidential draft report to the Bond Program Manager on September 18,
2018, summarizing our findings and recommendations. We met with the Portland Parks &
Recreation Asset & Development Division Manager, Bond Program Manager, and
Management Analyst on October 23, 2018 to discuss the confidential draft report. Based on
information provided to the audit team, we revised the draft report and submitted the final
draft report to the Bond Program Manager on November 2, 2018
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Observations
As noted in the Introduction to this report, we found that the Bond Program funds were spent
in a manner that adheres to the language of the measure approved by the voters, and that the
Bond Program is operating in a fiscally responsible manner. Our report contains five findings
and eight recommendations that are intended to improve the efficiency of the bond program.
These areas of increased efficiency include reviewing and adjusting how project contingencies
and cost escalation for Bond Program staff are calculated and incorporated into the project
budget templates, formalizing the process for timing project spending and bond issuances,
revising the method for charging citywide overhead rather than Bond Program administrative
costs to bond projects, documenting procedures to track bond and non-bond funding by
project, and formalizing and documenting contracting practices.
Below are three Bond Program processes that we reviewed, for which we did not find
weaknesses, but for which the Bond Program could be improved by better documenting
procedures and ongoing monitoring. This includes: (1) better defining changes to a bondfunded project’s scope; (2) better defining when bond funds can be appropriately used for
maintenance activities; and (3) continued monitoring of contracts and change orders.

Scope Changes
Capital projects should have a defined scope to ensure that the project conforms to the
requirements of the bond as approved by the voters, and that the project can be completed
within the project budget and schedule. According to interviews with project managers, the
project scope is defined at the beginning of the project and incorporated into the budget
template. Changes in the project are revised in the project template and reported in the
monthly status report.
While the Bond Program’s fiscal policies specify the approval process for changes in a project’s
scope, the program’s policies do not define what constitutes as a change in a project’s scope.
According to interviews with project managers, any project component not specifically
defined in the original project constitutes a change in scope. If a project component changes,
the project manager discusses the change with the bond program manager; if the component
change is considered to be a change in the overall project scope, senior Portland Parks &
Recreation management determine if the scope change is consistent with the bond measure.
Project managers told us that many projects have some sort of scope change, but these
changes are minor and do not impact the project budget. Larger scope changes underwent a
formal approval process; the process for minor changes is less clear. The bond program would
benefit from a written procedure that defines scope changes, and the process to approve
scope changes depending on the size and impact of the change.
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Maintenance Activities
Capital expenditures, which are typically a part of larger capital projects, can be defined as the
costs associated with constructing or purchasing a new asset or improving or replacing existing
assets. Improvements must extend the useful life of the asset or increase the capital asset’s
ability to provide service.
The bond program does not have written procedures that define maintenance components of
projects or the process for separating maintenance from capital expenses. According to
interviews, few instances occur where capital and maintenance expenses overlap. The Lents
Play Area renovation required maintenance staff to repair a lock that had been vandalized;
whether this repair was billed to maintenance or capital project funds was not clear. The
Pioneer Courthouse Square project included cleaning of the stoa columns in the project
budget. The bond program would benefit from a written procedure that defines how these
activities apply to the bond program.

Contracts below Reporting Thresholds
In our review of contract documents for Argay Park Tennis Courts, Lents Park Playground
Renovation, and Pioneer Courthouse Square, we identified two contracts (out of 14 reviewed)
with amounts just below thresholds that have additional approval requirements. The Lents
Playground initial task order for design services was for $99,990, which is $10 below the
contractor’s original contract amount. Issuing a task order for more than $100,000 would have
required a contract amendment and approval by the Chief Procurement Officer. Because the
task order exceeded $75,000, the task order was signed by the Portland Parks & Recreation
Director.
Additionally, the Pioneer Courthouse Square contract amendment for project management
assistant services increased the original contract amount by 24.7 percent, which is 0.3
percentage points below the threshold for increased approval requirements. Contract
amendments that increase the original contract amount by more than 25 percent require
approval by City Council. According to the Bond Program Manager, the contract amendments
require multiple reviews and approvals. The amendment to the contract for project
management assistant services was signed by the purchasing agent and the city auditor.
Our detailed review of contracts was based on the three projects, and therefore, we did not
identify trends in approving contracts or contract change orders just below mandated
reporting levels. The Bond Program Manager should continue to monitor contracts and
change orders to identify and correct consistent practices in approving contracts and change
orders below mandated reporting levels.
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January 23, 2019

Severin Campbell
Harvey M. Rose Associates, LLC
1390 Market Street, Suite 1150
San Francisco, CA 94102
Dear Ms. Campbell,
Portland Parks and Recreation (PP&R) hired Harvey M. Rose Associates to conduct a
Performance Audit of the 2014 Parks Replacement Bond Program (Bond Program) as
promised in the 2014 Bond Measure Language. On behalf of PP&R, I want to thank you
and your firm for the work you have completed.
As your audit demonstrates, the Bond Program has been successful in delivering on the
promises made to the community in Measure 26-159 and in Council Resolution 37085.
We understand from your performance audit that the findings are as follows:
•
•
•

The Bond Program funds were spent in a manner that adheres to the language of
the Measure.
The Bond Program is operating in a fiscally responsible manner.
The existing documentation systems are transparent, in place, and functioning
well.

PP&R appreciates that the Performance Audit’s eight recommendations are to further
enhance our efficiency. It should be noted that two recommendations, #7 and #8, are
beyond the scope of the Bond Program, however, we will forward these
recommendations to the appropriate parties as discussed below.
PP&R is committed to continuous improvement, and we offer the following information
in response to the Performance Audit recommendations.

Auditor Recommendation 1: The Bond Program Manager should document the program’s approach to
reallocating the approximately $3.4 million in available bond funds to existing projects or new projects,
such as projects that were considered for Phase II but ultimately not selected, and report on that approach
to the Bond Oversight Committee.

PP&R Response – Recommendation 1: The Bond Program’s Fiscal Policies direct the
Program’s approach to reallocating funds within seven themes and across the Program.
•

•

PP&R will continue to follow existing policies for reallocating any remainder
funds between existing and new projects and will formalize the documentation
of the Bond Program’s decisions for funding reallocations.
The approach for allocation of remainder funds will be reported to the Bond
Oversight Committee.

Auditor Recommendation 2: The Bond Program Manager should consider adjusting the contingency and
escalation assumptions for internal soft costs in the Program Budget Template for future projects based on
analysis of actual spending.

PP&R Response – Recommendation 2: All Bond projects are currently underway or
complete, and PP&R will continue with the current approach to contingencies and
escalations for all 2014 Parks Replacement Bond projects.
•

•

Project contingencies have allowed the Bond Program to be responsive to
variability in the economy and are anticipated to remain necessary to ensure
delivery on all 52 projects within the scope that has been promised to the
community.
PP&R will review the Budget Template and will consider making adjustments for
future projects.

Auditor Recommendation 3: The Bond Program Manager should formalize and document existing
procedures on how to determine timing and size of bond issuance in advance of the third bond issuance in
2019. The procedures should specify how maintaining stable property tax rates will be prioritized among
other considerations.

PP&R Response – Recommendation 3: Staff have worked closely with Debt
Management for prior bond issuances and will continue to do so.
•

PP&R staff have begun to prepare for and refine the approach for the next
issuance. PP&R staff will formalize and document the updated procedure.
Prioritization approaches will be included in the documentation.
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Auditor Recommendation 4: The Bond Program Manager should direct the Management Analyst to
formalize and document existing procedures to (a) communicate with project managers and make
necessary adjustments to spending projections for their projects; and (b) compare actual and projected
spending on a regular basis to determine if other adjustments are necessary to improve the accuracy of
projections.

PP&R Response – Recommendation 4: PP&R will formalize and document existing
procedures for communicating with project managers regarding project spending and
projections. PP&R will continue to compare actual and projected spending on a regular
basis to inform further adjustments.
•

PP&R will coordinate this work with Recommendation 3.

Auditor Recommendation 5: The Bond Program Manager should revise Bond Program practices to
consistently charge citywide overhead percentages to Bond Program projects in order to reflect overhead
costs incurred by the projects and avoid potentially difficult reconciliation of common costs to overhead
costs each year.

PP&R Response – Recommendation 5: PP&R will revise the current Bond Program
practices for charging overhead costs to the Bond Program Projects.
•

Staff will continue to work with the PP&R Finance Manager to accomplish this
work.

Auditor Recommendation 6: The Bond Project Manager should document procedures to budget and track
bond and non-bond funding types by project going forward.

PP&R Response – Recommendation 6: PP&R is confident that System Development
Charge funds have been spent on eligible project elements that add to the park system’s
capacity.
•

PP&R will document procedures to enhance the tracking of bond and non-bond
funding types by project.

Auditor Recommendation 7: The Portland Parks & Recreation Director should consult with the City’s
Director of Procurement to determine how Bond Program staff can evaluate and work with contractors to
improve their performance.

PP&R Response – Recommendation 7: Contractor performance evaluation is a Citywide issue, and the Bond Program will continue to follow the guidance of the City’s
Procurement Office to optimize the work with contractors. The Bond Program Manager
will also forward this recommendation to the PP&R Director and the Assets and
Development Division Manager.
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Auditor Recommendation 8: The Portland Parks & Recreation Director should request that staff in the
Operations and Strategies Division formalize and document existing policies and procedures for on-call PTE
contract management and monitoring to ensure the availably of sufficient qualified contractors to meet
future needs.

PP&R Response – Recommendation 8: The Bond Program Manager will forward these
audit recommendations to the PP&R Director and will work with Operations and
Strategies Division staff to formalize and document existing policies and procedures for
on-call PTE contract management and monitoring.

PP&R is committed to continuous improvement. The Performance Audit will guide
further refinement to our business processes as we deliver on the promises made to
voters in a fiscally responsible and transparent manner.
Thank you again for your work and insight into enhancing our processes as we continue
to deliver much-needed park improvement projects for the Portland community.

Sincerely,

Robin Laughlin, PLA
Bond Program Manager
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