@ Metro

. . 600 NE Grand Ave.
Council meeting agenda Portland, OR 97232-2736
Thursday, April 25, 2019 2:00 PM Metro Regional Center, Council chamber

1. Call to Order and Roll Call
2. Safety Briefing
3. Public Communication

4, Consent Agenda

4.1 Considerations of the Council Meeting Minutes for April 18-5212
11, 2019

5. Ordinances (Second Reading)
5.1 Ordinance No. 19-1436, For the Purpose of Annexing to ORD 19-1436
the Metro Boundary Approximately 21.57 Acres Located
at 4091 NE Constable Street and Approximately 12.1 Acres
Located West of NE Starr Boulevard and South of NE

Huffman Road in Hillsboro

Presenter(s): Tim O’Brien, Metro
Attachments:  Ordinance No. 19-1436
Exhibit A to Ordinance No. 19-1436

Staff Report
Attachment 1 to Staff Report



http://oregonmetro.legistar.com/gateway.aspx?m=l&id=/matter.aspx?key=2445
http://oregonmetro.legistar.com/gateway.aspx?m=l&id=/matter.aspx?key=2403
http://oregonmetro.legistar.com/gateway.aspx?M=F&ID=20043865-f7d8-4ed5-a170-d1ce642db906.pdf
http://oregonmetro.legistar.com/gateway.aspx?M=F&ID=35e5adad-0d6d-4add-b526-e9aabfd8d1b2.pdf
http://oregonmetro.legistar.com/gateway.aspx?M=F&ID=44edac8a-b647-47dc-acdb-98a63d7dbef8.pdf
http://oregonmetro.legistar.com/gateway.aspx?M=F&ID=a786ea90-2f0a-4369-8210-6c733340b5b0.pdf

Council meeting Agenda April 25, 2019

6. Resolutions
6.1 Resolution No. 19-4978, For the Purpose of Authorizing RES 19-4978
an Exemption From Competitive Bidding and Procurement
of Progressive Design Build Construction Services by
Request for Proposals for Design and Construction of a
Retaining Wall at Lone Fir Cemetery

Presenter(s): Gabi Schuster, Metro
Chris Woo, Metro

Attachments:  Resolution No. 19-4978
Exhibit A to Resolution No. 19-4978

Staff Report

7. Presentations
7.1 Capital Project Planning Follow-up Audit Presentation 18-5207
Presenter(s): Brian Evans, Metro

Attachments:  Capital Project Planning Follow-up

Audit Highlight
7.2 Equity and Transportation Planning Presentation 18-5208
Presenter(s): Charles Brown, Rutgers University
8. Chief Operating Officer Communication
9. Councilor Communication

10. Adjourn



http://oregonmetro.legistar.com/gateway.aspx?m=l&id=/matter.aspx?key=2432
http://oregonmetro.legistar.com/gateway.aspx?M=F&ID=67b13e0f-7fe7-4c0b-99a6-87af5c4ef20e.PDF
http://oregonmetro.legistar.com/gateway.aspx?M=F&ID=04c6d5b6-78f4-48a3-aae6-98d4844c2b1f.pdf
http://oregonmetro.legistar.com/gateway.aspx?M=F&ID=0fcbeb19-6622-414e-aa36-9d860d3d77ae.PDF
http://oregonmetro.legistar.com/gateway.aspx?m=l&id=/matter.aspx?key=2433
http://oregonmetro.legistar.com/gateway.aspx?M=F&ID=40ee9ed5-72d5-4fa0-8b0a-a9f38998c184.pdf
http://oregonmetro.legistar.com/gateway.aspx?M=F&ID=6f3adb30-4fda-4c98-9f2f-e73a9b2e1211.pdf
http://oregonmetro.legistar.com/gateway.aspx?m=l&id=/matter.aspx?key=2434
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Metro respects civil rights

Metro fully complies with Title VI of the Civil Rights Act of 1964 and related statutes that ban discrimination. If any person believes they have been discriminated against
regarding the receipt of benefits or services because of race, color, national origin, sex, age or disability, they have the right to file a complaint with Metro. For information
on Metro’s civil rights program, or to obtain a discrimination complaint form, visit www.oregonmetro.gov/civilrights or call 503-797-1536.Metro provides services or

accommodations upon request to persons with disabilities and people who need an interpreter at public meetings. If you need a sign language interpreter, communication
aid or language assistance, call 503-797-1700 or TDD/TTY 503-797-1804 (8 a.m. to 5 p.m. weekdays) 5 business days before the meeting: All Metro meetings are wheelchair
accessible. For up-to-date public transportation information, visit TriMet’s website at www.trimet.org.

Théng béo vé s Metro khdng ky thi ciia

Metro ton trong dan quyén. Mudn biét thém thong tin vé chwong trinh dan quyén
clia Metro, hodc mudn 13y don khigu nai vé su ky thi, xin xem trong
www.oregonmetro.gov/civilrights. N&u quy vi ¢an théng dich vién ra ddu bing tay,
trg gitip vé tiép xtc hay ngdn ngit, xin goi s6 503-797-1700 (tlr 8 gi¢r séng dén 5 gidy
chigu vao nhirng ngay thurérng) trudic budi hop 5 ngay 1am viéc.

MoeigomnenHa Metro npo 3a60poHY AUCKpUMIHALT

Metro 3 NoBaroo CTaBUTLCA A0 FPOMaAAHCEKMX Npas. [na oTpuUMaHHA iHdopmauil
npo nporpamy Metro i3 3axmcTy rpoMaasaHcbKUX npas abo Gpopmy ckapru npo
AVCKpUMIHaUio BiAgiaaiTe caliT www.oregonmetro.gov/civilrights. abo Akwo sam
notpibeH nepeknagay Ha 360pax, ANA 3340BONEHHA BaWOro 3anuTy 3aTenedoHyiite
3a Homepom 503-797-1700 3 8.00 ao 17.00 y po6odi AHi 33 N'aTe pobo4yunx gHis a0
3bopie.

Metro EVRIRAE
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1700 ( LfFH L7 8lEE TsHs)
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Ogeysiiska takooris la"aanta ee Metro

Metro waxay ixtiraamtaa xuquuqgda madaniga. Si aad u heshid macluumaad ku
saabsan barnaamijka xuquugda madaniga ee Metro, ama aad u heshid wargadda ka
cabashada takoorista, boogo www.oregonmetro.gov/civilrights. Haddii aad u baahan
tahay turjubaan si aad uga gaybqaadatid kullan dadweyne, wac 503-797-1700 (8
gallinka hore illaa 5 gallinka dambe maalmaha shagada) shan maalmo shaqo ka hor
kullanka si loo tixgaliyo codsashadaada.
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Paunawa ng Metro sa kawalan ng diskriminasyon

Iginagalang ng Metro ang mga karapatang sibil. Para sa impormasyon tungkol sa
programa ng Metro sa mga karapatang sibil, o upang makakuha ng porma ng
reklamo sa diskriminasyon, bisitahin ang www.oregonmetro.gov/civilrights. Kung
kailangan ninyo ng interpreter ng wika sa isang pampublikong pulong, tumawag sa
503-797-1700 (8 a.m. hanggang 5 p.m. Lunes hanggang Biyernes) lima araw ng
trabaho bago ang pulong upang mapagbigyan ang inyong kahilingan.

Notificacién de no discriminacién de Metro

Metro respeta los derechos civiles. Para obtener informacion sobre el programa de
derechos civiles de Metro o para obtener un formulario de reclamo por
discriminacion, ingrese a www.oregonmetro.gov/civilrights . Si necesita asistencia
con el idioma, llame al 503-797-1700 (de 8:00 a. m. a 5:00 p. m. los dias de semana)
S dias laborales antes de la asamblea.

YsegomneHue 0 HeaonyLeHnU AUCKpMMUHaLuu oT Metro

Metro yBaaer rpampaaHckve npasa. ¥Y3Hate o nporpamme Metro no cobnogenwio
rpaXAaHCcK1X Npas 1 NoAy4NTL GOPMY ¥anobbl 0 AUCKPUMMUHALMMU MOKHO Ha Be6-
caiite www.oregonmetro.gov/civilrights. EcAv Bam HyeH NepeBoauMK Ha
obuiecteeHHOM coBpaHKK, oCTagbTe CBOW 3anpoc, NO3BOHMB NO Homepy 503-797-
1700 B paboune aHu c 8:00 go 17:00 1 3a natb pabounx gHeli Ao AaTbl cobpaHua.

Avizul Metro privind nediscriminarea

Metro respectd drepturile civile. Pentru informatii cu privire la programul Metro
pentru drepturi civile sau pentru a obtine un formular de reclamatie impotriva
discrimindrii, vizitati www.oregonmetro.gov/civilrights. Daca aveti nevoie de un
interpret de limbd la o sedintd publica, sunati la 503-797-1700 (intre orele 8 5i 5, in
timpul zilelor lucrdtoare) cu cinci zile lucrdtoare inainte de sedintd, pentru a putea sa
va raspunde Tn mod favorabil la cerere.

Metro txoj kev ntxub ntxaug daim ntawv ceeb toom

Metro tributes cai. Rau cov lus ghia txog Metro txoj cai kev pab, los yog kom sau ib
daim ntawv tsis txaus siab, mus saib www.oregonmetro.gov/civilrights. Yog hais tias
koj xav tau lus kev pab, hu rau 503-797-1700 (8 teev sawv ntxov txog 5 teev tsaus
ntuj weekdays) 5 hnub ua hauj lwm ua ntej ntawm lub rooj sib tham.

February 2017

April 25, 2019



Council meeting

Agenda

Television schedule for Metro Council meetings

Clackamas, Multnomah and Washington
counties, and Vancouver, WA

Channel 30 - Community Access Network
Web site: www.tvctv.org

Ph: 503-629-8534

Call or visit web site for program times.

Portland

Channel 30 - Portland Community Media
Web site: www.pcmtv.org

Ph: 503-288-1515

Call or visit web site for program times.

Gresham

Channel 30 - MCTV

Web site: www.metroeast.org

Ph: 503-491-7636

Call or visit web site for program times.

Washington County and West Linn
Channel 30-TVC TV

Web site: www.tvctv.org
Ph: 503-629-8534

Call or visit web site for program times.

Oregon City and Gladstone

Channel 28 - Willamette Falls Television
Web site: http:/ /www.wftvmedia.org/
Ph: 503-650-0275

Call or visit web site for program times.

PLEASE NOTE: Show times are tentative and in some cases the entire meeting may not be shown due to length.
Call or check your community access station web site to confirm program times. Agenda items may not be
considered in the exact order. For questions about the agenda, call the Metro Council Office at 503-797-1540. Public
hearings are held on all ordinances second read. Documents for the record must be submitted to the Regional
Engagement and Legislative Coordinator to be included in the meeting record. Documents can be submitted by e-mail, fax
or mail or in person to the Regional Engagement and Legislative Coordinator. For additional information about testifying
before the Metro Council please go to the Metro web site www.oregonmetro.gov and click on public comment

opportunities.

April 25, 2019




Agenda Item Number 4.1

Considerations of Council Meeting Minutes for April 11, 2019

Consent Agenda

Metro Council Meeting
Thursday, April 25, 2019
Metro Council Chamber



Agenda Item Number 5.1

Ordinance No. 19-1436, For the Purpose of Annexing to
the Metro Boundary Approximately 21.57 Acres Located
at 4091 NE Constable Street and Approximately 12.1 Acres
Located West of NE Starr Boulevard and South of NE
Huffman Road in Hillsboro

Ordinances (Second Reading)

Metro Council Meeting
Thursday, April 25, 2019
Metro Council Chamber



BEFORE THE METRO COUNCIL
FOR THE PURPOSE OF ANNEXING TO THE ORDINANCE NO. 19-1436
METRO DISTRICT BOUNDARY
APPROXIMATELY 21.57 ACRES LOCATED
AT 4091 NE CONSTABLE STREET AND
APPROXIMATELY 12.1 ACRES LOCATED
WEST OF NE STARR BLVD AND SOUTH OF
NE HUFFMAN ROAD IN HILLSBORO

Introduced by Chief Operating Officer
Martha J. Bennett with the Concurrence of
Council President Lynn Peterson

N N N N N N N

WHEREAS, Flexential Colorado Corp. has submitted a complete application for annexation of
21.57 acres and T5 Data Centers has submitted a complete application for annexation of 12.1 acres in the
Evergreen area of North Hillsboro (“the territory”) to the Metro District; and

WHEREAS, the Metro Council added the Evergreen Industrial Area to the UGB, including the
territory, by Ordinance No. 05-1070A on November 17, 2005; and

WHEREAS, Title 11 (Planning for New Urban Areas) of the Urban Growth Management
Functional Plan requires annexation to the district prior to application of land use regulations intended to
allow urbanization of the territory; and

WHEREAS, Metro has received consent to the annexation from the owners of the land in the
territory; and

WHEREAS, the proposed annexation complies with Metro Code 3.09.070; and

WHEREAS, the Council held a public hearing on the proposed amendment on April 11, 2019;
now, therefore,

THE METRO COUNCIL ORDAINS AS FOLLOWS:

1. The Metro District Boundary Map is hereby amended, as indicated in Exhibit A, attached
and incorporated into this ordinance.

2. The proposed annexation meets the criteria in section 3.09.070 of the Metro Code, as
demonstrated in the Staff Report dated March 22, 2019, attached and incorporated into
this ordinance.

ADOPTED by the Metro Council this day of April 2019.

Lynn Peterson, Council President

Attest: Approved as to form:

Sara Farrokhzadian, Recording Secretary Nathan A. S. Sykes, Acting Metro Attorney

Ordinance No. 19-1436
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STAFF REPORT

IN CONSIDERATION OF ORDINANCE NO. 19-1436, FOR THE PURPOSE OF ANNEXING
TO THE METRO BOUNDARY APPROXIMATELY 21.57 ACRES LOCATED AT 4091 NE
CONSTABLE STREET AND APPROXIMATELY 12.1 ACRES LOCATED WEST OF NE
STARR BLVD AND SOUTH OF NE HUFFMAN ROAD IN HILLSBORO

Date: March 22, 2019 Prepared by: Tim O’Brien
Principal Regional Planner

BACKGROUND

CASE: AN-0119, Annexation to Metro District Boundary

PETITIONER: Flexential Colorado Corp.
11900 E Cornell Ave, Building B 3" Floor
Aurora, Colorado 80014

T5 Data Centers
3344 Peachtree Road NE, Suite 2550
Atlanta, GA 30326

PROPOSAL: The two petitioners request annexation of land in North Hillsboro to the Metro District
Boundary.

LOCATION: The two parcels are in the North Hillsboro Industrial Area Plan District. The first parcel
located at 4091 NE Constable Street is approximately 21.57 acres in size. The second
parcel located west of NE Starr Blvd and south of NE Huffman Road is approximately
12.1 acres in size. Both parcels can be seen in Attachment 1.

ZONING: The properties are zoned for industrial use (I-S) by Hillsboro.

Both parcels were added to the UGB in 2005 and are part of the Evergreen Area Industrial Plan that was
adopted by Hillsboro. The Evergreen Area Industrial Plan area was incorporated into the North Hillsboro
Industrial Area Plan District. The land must be annexed into the Metro District for urbanization to occur.

APPLICABLE REVIEW CRITERIA
The criteria for an expedited annexation to the Metro District Boundary are contained in Metro Code
Section 3.09.070.

3.09.070 Changes to Metro’s Boundary
(E) The following criteria shall apply in lieu of the criteria set forth in subsection (d) of section
3.09.050. The Metro Council’s final decision on a boundary change shall include findings and
conclusions to demonstrate that:
1. The affected territory lies within the UGB;

Staff Report in support of Ordinance No. 19-1436 Page 1 of 2



Staff Response:
Both parcels were brought into the UGB in 2005 through the Metro Council’s adoption of Ordinance No.
05-1070A. Thus the affected territory is within the UGB.

2. The territory is subject to measures that prevent urbanization until the territory is annexed to
a city or to service districts that will provide necessary urban services; and

Staff Response:

Washington County applied the Future Development-20 Acres (FD-20) designation to all the land
included in Ordinance No. 05-1070A to prevent premature urbanization of the expansion area prior to the
completion of the comprehensive planning of the area and annexation to the City of Hillsboro. The
conditions of approval for Ordinance No. 05-1070A include a requirement that interim protection
measures be implemented as outlined in Urban Growth Management Functional Plan Title 11: Planning
for New Urban Areas. The Flexential property was annexed to the City of Hillsboro on February 19, 2019
and the T5 Data Centers property will be annexed to Hillsboro in the near future. Thus the affected
territory is subject to measures that prevent urbanization until the territory is annexed to the City.

3. The proposed change is consistent with any applicable cooperative or urban service
agreements adopted pursuant to ORS Chapter 195 and any concept plan.

Staff Response:

The two parcels proposed for annexation are part of Hillsboro’s Evergreen Area Industrial Plan adopted
by the City of Hillsboro in 2008. The Evergreen Area Industrial Plan area was incorporated into the North
Hillsboro Industrial Area Plan District. The proposed annexation is consistent with these two plans and
the Urban Planning Area Agreement between Washington County and the City of Hillsboro adopted in
2017. Thus the inclusion of the affected territory within the Metro District is consistent with all applicable
plans and agreements.

ANALYSIS/INFORMATION

Known Opposition: There is no known opposition to this application.

Legal Antecedents: Metro Code 3.09.070 allows for annexation to the Metro District boundary.
Anticipated Effects: This amendment will add two parcels totaling approximately 33.67 acres in the
North Hillsboro Industrial Area. All of the land is currently within the UGB and approval of this request

will allow for the urbanization of the land to occur consistent with the Evergreen Area Industrial Plan.

Budget Impacts: The applicant was required to file an application fee to cover all costs of processing this
annexation request, thus there is no budget impact.

RECOMMENDED ACTION

Staff recommends adoption of Ordinance No. 19-1436.

Staff Report in support of Ordinance No. 19-1436 Page 2 of 2
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Agenda Item Number 6.1

Resolution No. 19-4978, For the Purpose of Authorizing
an Exemption From Competitive Bidding and Procurement
of Progressive Design Build Construction Services by
Request for Proposals for Design and Construction of a
Retaining Wall at Lone Fir Cemetery

Resolutions

Metro Council Meeting
Thursday, April 25, 2019
Metro Council Chamber



BEFORE THE METRO CONTRACT REVIEW BOARD

FOR THE PURPOSE OF AUTHORIZING AN ) RESOLUTION NO. 19-4978
EXEMPTION FROM COMPETITIVE
BIDDING AND PROCUREMENT OF
PROGRESSIVE DESIGN BUILD
CONSTRUCTION SERVICES BY REQUEST
FOR PROPOSALS FOR DESIGN AND
CONSTRUCTION OF A RETAINING WALL
AT LONE FIR CEMETERY

Introduced by Chief Operating
Officer Martha Bennett in
concurrence with Council President
Lynn Peterson

N N N N N N N

WHEREAS, Metro intends to reconstruct the retaining wall along the northern boundary
of Lone Fir Cemetery; and

WHEREAS, ORS 279C.335 and Metro Local Contract Review Board Administrative
Rule ("LCRB Rule™) 49-0130 require that all Metro public improvement contracts shall be
procured based on competitive bids, unless exempted by the Metro Council, sitting as the Metro
Contract Review Board; and

WHEREAS, Metro's LCRB Rules 49-0600 to 49-0670 authorize the Metro Contract
Review Board to exempt a public improvement contract from competitive bidding and direct the
appropriate use of alternative contracting methods that take account of market realities and
modern innovative contracting and purchasing methods, so long as they are consistent with the
public policy of encouraging competition, subject to the requirements of ORS 279C.335; and

WHEREAS, ORS 279C.335(5)(a) and LCRB Rules 49-0630 through 49-0670 require
that the Metro Contract Review Board hold a public hearing and adopt written findings
establishing, among other things, that the exemption of a public improvement contract from
competitive bidding is unlikely to encourage favoritism or substantially diminish competition for
public improvement contracts; and that said exemption will likely result in substantial cost
savings to Metro; now therefore

BE IT RESOLVED THAT THE METRO CONTRACT REVIEW BOARD:

1. Exempts from competitive bidding the procurement and award of a Progressive Design-
Build public improvement contract for the reconstruction of the Lone Fir Cemetery
Retaining Wall.

2. Adopts as its findings in support of such exemption the justification, information and
reasoning set forth on the attached Exhibit A, which is incorporated herein by reference
as if set forth in full; and

3. Authorizes the Chief Operating Officer to:

Resolution No. 19-4978 Page 1



3.1 Prepare a form of Request for Proposals for Progressive Design Build Contractor
services that includes as evaluation criteria for contractor selection:

Contractor’s proposed fees for design and pre-construction services
Contractor’s proposed overhead and profit for construction services

Contractor’s demonstrated public improvement design build project
experience and expertise

Contractor’s record of completion of projects of similar type, scale and
complexity

Contractor’s demonstrated quality and schedule control

Contractor's experience with design, permitting and managing construction in
the context of sensitive historic resources

Contractor’s experience in incorporating sustainability construction practices
and design into projects

Contractor’s demonstrated commitment to workforce diversity and record of
use of subcontractor businesses certified by the Certification Office of
Business Inclusion and Diversity (COBID)

Any other criteria that ensure a successful, timely, and quality project, in the
best interest of Metro and in accord with ORS 279C.335(4)(c) and LCRB
Rule 49-1670; and

3.2 Following the approval of said form of Request for Proposals and Contract by the
Office of the Metro Attorney, to issue such approved form, and thereafter to receive
responsive proposals for evaluation; and

3.3 Following evaluation of the responses to the Request for Proposals, authorizes the
Chief Operating Officer to execute a contract with the most advantageous proposer
to design and construct the Lone Fir Cemetery retaining wall.

ADOPTED by the Metro Council this day of April, 2019

Lynn Peterson, Council President

Approved as to Form:

Nathan A. S. Sykes, Acting Metro Attorney

Resolution No. 19-4978 Page 2



Exhibit A to Resolution No. 19-4978

Findings in Support of an Exemption from Competitive Bidding and Authorizing the

Procurement by RFP of the Progressive Design-Build Lone Fir Retaining Wall Project

Pursuant to ORS 279C.335(2) and (4), and Metro Contract Review Board Administrative Rules Sections
49-600-670, the Metro Contract Review Board makes the following findings in support of exempting the
procurement of the Lone Fir Retaining Wall Project from competitive bidding, and authorizing use of an
RFP solicitation for a Progressive Design-Build public improvement construction contract:

1.

The exemption is unlikely to encourage favoritism or substantially diminish competition.

The Metro Contract Review Board finds that exempting the procurement of the construction

of the Progressive Design-Build Lone Fir Retaining Wall Project from competitive bidding is
“unlikely to encourage favoritism in the awarding of public contracts or to substantially diminish
competition for public contracts” as follows: The RFP will be formally advertised with public
notice and disclosure of the planned Progressive Design Build contracting method and made
available to all qualified contractors. Award of the contract will be based on the identified
selection criteria and dissatisfied proposers will have an opportunity to protest the award. Full and
open competition based on the objective selection criteria set forth in the Metro Contract Review
Board resolution will be sought, with the contract award going to the most advantageous
proposer. Competition for the RFP will be encouraged by: Posting on ORPIN (Oregon
Procurement Information Network), utilizing the Oregon Daily Journal of commerce and a
minority business publication for the public advertisement; performing outreach to local business
groups representing minorities, women, and emerging small businesses and by contacting
contractors known to Metro to potentially satisfy the RFP criteria. Those proposers not selected
by Metro will have an opportunity to protest the award.

The exemption will likely result in substantial cost savings to Metro.

The Metro Contract Review Board finds that exempting the procurement of the Lone Fir
Retaining Wall Project from competitive bidding will likely result in substantial costs savings to
Metro, considering the following factors required by OAR 137-049-0630 and ORS 279C-335
2(b):

(A) How many persons are available to bid;

As this procurement pertains to an established trade, there are dozens of firms in the Portland
metro area, including numerous COBID-certified firms, that are independently qualified to
meet Metro’s needs, or can partner with other firms to qualify as a team to provide the
desired services.

(B) The construction budget and the projected operating costs for the completed public
improvement;

This procurement addresses work that will likely be subjected to significant public comment,
design review and conditions of approval by authorities having jurisdiction. By integrating
design and construction services into a single contract, the project will be better able to
respond to public input and control costs by determining the most cost-effective methods of
satisfying conditions of approval. Metro will retain the ability to cancel the Construction
Contract prior to the construction phase and procure construction services through
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competitive bid should continuing the relationship with a Progressive Design-Build
contractor prove undesirable.

(C) Public benefits that may result from granting the exemption;
Expected benefits include:

e Obtaining, through a Progressive Design-Build team, engineering design, plan
preparation, value engineering, construction engineering, construction, quality control and
required documentation as a fully integrated function with a single point of responsibility;

e Improved ability to respond to public input and conditions of approval by integrating
design consultant and construction contractor expertise into a single point of contact;

¢ Reduction of risk of design flaws, misunderstandings and conflicts inherent to contractors
performing based on designs in which they have had no opportunity for input, therefore
reducing the likelihood of contract claims and increasing the likelihood of cost-savings
through increased efficiency;

e Increased quality of work due to greater coordination of efforts between design and
construction phases and the ability to evaluate prospective contractors on multiple factors
including experience, expertise, and commitment to sustainability and diversity/inclusion, not
just pricing;

e Shortening project time as construction activity may commence prior to completion of a
biddable design;

e Reduced project duration as multiple procurement processes are reduced to a single
request for procurement early in the project.

(D) Whether value engineering technigues may decrease the cost of the public improvement;

By bringing an experienced contractor on early in the project to perform design and
constructability assessments simultaneously, the potential for change orders during
construction is greatly reduced, which translates into savings of both time and money when
compared to other approaches to the design and construction of similar projects.

(E) The cost and availability of specialized expertise that is necessary for the public
improvement;

The scopes of work to be performed under this procurement require technical expertise in
construction on and around protected historic resources. Granting this exemption will allow
an RFP process that allows for selection criteria accounting for such experience as well as
cost, and not just low bid.

(F) Any likely increases in public safety;

Construction impacts from this project are anticipated to temporarily reduce pedestrian and/or
vehicle access along the south side of SE Stark Street adjacent to Lone Fir Cemetery.
Integrating design and construction services into a single contract will help ensure close
coordination and management of any potential public safety considerations for pedestrians.

(G) Whether granting the exemption may reduce risks to the contracting agency, the state
agency or the public that are related to the public improvement;

-2-
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An exemption will allow for better control of risks related to:

e Project costs and schedule delays by reducing/eliminating unforeseen conditions and
associated change orders through advanced collaboration between designers and those
constructing the improvements;

e Communication and misinterpretation or misunderstandings between the designer and
builder as design and construction will be performed by the same contractor;

o Design flaws and contractor claims due to design inadequacies as the designer and
builder will be one and the same. This reduces the likelihood of Contract claims as Metro will
be better able to hold a contractor accountable for a design or construction error because the
contractor will not be able to deflect responsibility toward another firm.

(H) Whether granting the exemption will affect the sources of funding for the public
improvement;

This exemption is not expected to affect the sources of funding for related public
improvements.

() Whether granting the exemption will better enable the contracting agency to control the
impact that market conditions may have on the cost of and time necessary to complete the
public improvement;

The exemption will allow for better control of increases to project costs and schedules by
reducing/eliminating unforeseen conditions and associated change orders through advanced
and continuous coordination of the design and construction tasks being performed by a
common contractor. Metro will retain the ability to procure construction service through
competitive bid should continuing the relationship with a Progressive Design-Build
contractor prove undesirable.

(J) Whether granting the exemption will better enable the contracting agency to address the
size and technical complexity of the public improvement;

The exemption will allow for closer and continuous coordination of investigation, design and
implementation efforts, thus allowing the Progressive Design-Build contractor the
opportunity to either simplify a project’s relative complexity or ensure that those performing
construction have a sufficient understanding of the technical requirements of the work. This
increases the likelihood of stimulating innovative design solutions while addressing public
input through the collaboration of the construction contractor and design team.

(K) Whether the public improvement involves new construction or renovates or remodels an
existing structure;

This project will modify and repair an existing structural wall adjacent to a public right-of-
way. As such, new construction and/or significant modifications in the public right-of-way
may be necessary as a condition of approval from authorities having jurisdiction.

(L) Whether the public improvement will be occupied or unoccupied during construction;
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It is anticipated that Lone Fir Cemetery will remain open during construction, though access
to areas adjacent to the work site may be temporarily restricted. Additionally, access to public
right-of-ways adjacent to the work site will be temporarily restricted to facilitate the safe
performance of construction tasks.

(M) Whether the public improvement will require a single phase of construction work or
multiple phases of construction work to address specific project conditions; and

A single phase of construction work is anticipated at this time. Conditions of approval
imposed by authorities having jurisdiction may require additional phasing. The Progressive
Design-Build method of contracting will allow the project team to efficiently adapt the
Project to these requirements prior to subcontractor bidding.

(N) Whether the contracting agency or state agency has, or has retained under contract, and
will use contracting agency or state agency personnel, consultants and legal counsel that
have necessary expertise and substantial experience in alternative contracting methods to
assist in developing the alternative contracting method that the contracting agency or state
agency will use to award the public improvement contract and to help negotiate, administer
and enforce the terms of the public improvement contract.

Metro has the internal personnel expertise and experience, and if needed, access to
consultants who can ensure the successful use of an alternative Progressive Design-Build
contracting method. Several members of the Metro Procurement staff have recently
completed training specific to the administration of Design-Build procurements. The staff of
Metro’s Construction Project Management Office (CPMO) are well-versed in the strategies
and business practices necessary to effectively implement, monitor and control Design-Build
capital projects. Third-party consultants may be enlisted to provide cultural resource
assessments and monitoring, and independent cost estimate reviews to inform Metro
personnel in their negotiation, administration and enforcement of the contract.

3. Additional Findings:

A. Industry practices, surveys, trends. The industry-accepted benefits of the Progressive

Design-Build method include:

e Integrated design process results in a better, more “constructable” design that meets the
owner’s objectives

e Encourages competition, especially for COBID subcontractors

e Can be completed in a faster time frame

o Costs less than a design-bid-build project that is designed and constructed in the
traditional manner

o Reduces the risks of delays, cost overruns, and disputes

o Reduces the likelihood of change orders for unforeseen conditions

B. Past experience and evaluation of Metro Progressive Design-Build projects. The
Progressive Design method is a relatively new hybrid of the Design-Build and CM/GC
construction methods, and as such Metro has no experience with the model. However, Metro
has extensive past experience with both the Design Build and CM/GC methods upon which
the method is based.
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C. Benefits and drawbacks of Progressive Design Build to Lone Fir Retaining Wall Project.
The benefits are as stated above in these findings, with the additional benefit that the use of
the Progressive Design-Build method of construction and procurement on this relatively
small project allows Metro to gain experience with the hybrid and provide a post-project
evaluation informing Metro’s use of the method for future projects. Metro staff sees no
drawbacks in the approach.



STAFF REPORT

IN CONSIDERATION OF RESOLUTION NO. 19-4978 FOR THE PURPOSE OF
AUTHORIZING AN EXEMPTION FROM COMPETITIVE BIDDING AND
PROCUREMENT OF PROGRESSIVE DESIGN BUILD CONSTRUCTION SERVICES
BY COMPETITIVE REQUEST FOR PROPOSALS FOR DESIGN AND
CONSTRUCTION OF A RETAINING WALL AT LONE FIR CEMETERY

Date: April 11, 2019 Prepared by: Chris Woo, Metro cPMO

BACKGROUND

The retaining wall along the northern boundary of Lone Fir Cemetery is in need of
structural repair or reconstruction to protect public safety and preserve the portion of the
property adjacent to SE Stark Street.

The north retaining wall is approximately 1,500 feet long and is a mix of construction
types, including poured concrete, concreted-skimmed boulders and rubble. The areas of
greatest concern are located in the western half of the wall (approx. 800 linear feet)
where cracking, bulging, spalling and other damage have been documented. Significant
erosion in steeply sloped soils above the wall have also been observed. Wall height in
this area ranges between five and seven feet above the adjacent sidewalk along SE Stark
Street. In addition to structural and civil scopes of work needed to address the retaining
wall deficiencies, permitting and design review by authorities having jurisdiction (AHJs)
will increase the complexity of the work given the historic status of the cemetery and the
need to minimize disruptions to adjacent properties and avoid disturbing burials inside
the cemetery. Improvements to the adjacent public right-of-way and the preservation of
trees and historic elements may also be required by AHJs as a condition of approval for
this work.

Anticipated Benefits. Metro construction management staff have identified the
progressive design-build method of construction as the best approach for executing this
project. The progressive design-build method utilizes a single consultant/contractor
(a.k.a. design-builder) to carry out both design and construction work. By integrating
design, plan preparation, permitting, construction, value engineering, and quality control
into a single point of responsibility, Metro will be better able to address the technical
needs of the project while simultaneously meeting community expectations and
managing associated risks. A single design-build procurement will assist in expediting
project timelines and avoid shifting consultant/contractor risk/liabilities to multiple
parties. The risk of design flaws, misunderstandings and contract claims will be reduced,
because the designer and general contractor will be in continuous coordination. The
likelihood of change orders will be reduced because pricing for construction will be
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controlled through the establishment of a guaranteed maximum price agreement once a
sufficient level of design detail has been reached. Through the alternative procurement
process, the design-builder will be selected by way of a value-based Request for
Proposals process. This process will allow for selection of a consultant/contractor based
on multiple criteria, including price, experience, professional qualifications, diversity
and sustainability practices.

The attached resolution and findings in Exhibit A describe the specialized nature of this
project. Based on these findings, the Metro procurement manager and cPMO staff
believe a value-based selection process is more appropriate than a traditional,
competitive bid (which solely considers lowest bid price). Parks & Nature, as well as the
Office of the Metro Attorney concur.

Therefore, staff seeks Council authorization to pursue the alternative procurement of
Progressive Design Build services by a competitive Request for Proposals, for the
design and construction of the retaining wall at Lone Fir Cemetery. This will allow
Metro to consider cost as well as experience and expertise in completing similar
projects and in selecting the most advantageous contractor for this project.

ANALYSIS/INFORMATION

1. Known Opposition: None

2. Legal Antecedents: LCRB Rules 49-0600 through 49-0670; Oregon Revised
Statute 279C.335.

3. Anticipated Effects: The Public procurement process will be open and
competitive, but criteria other than cost will be considered in the awarding of the
contract. Increased use of COBID contractors and subcontractors is anticipated.

4. Budget Impacts: The Progressive Design Build contracting method offers
safeguards for schedule and cost control of the project, including early
involvement by the construction contractor in the design process, as well as
limited change orders.

RECOMMENDED ACTION

The Chief Operating Officer recommends adoption of Resolution No. 19-4978.
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SUMMARY

Metro made progress on all of
the recommendations from the
2016 audit report Capital
Project Planning: Strengthen
management environment.
One recommendation was
implemented and the other four
were in process. Additional work
was needed to ensure compliance
with policy, and increase the
accuracy and completeness of
Metro’s capital budget, reports
and plans. We also included
information in this report about
future considerations that would
improve its capital program.
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Capital Project Planning Follow-Up

Elliot Shuford
Senior Management Auditor April 2019

BACKGROUND

Capital projects typically involve large investments and have a
direct impact on a government’s ability to provide services and
programs. These could include new buildings, land or
improvements to existing facilities. Metro’s capital planning
applies to projects expecting to cost more than $50,000 and have
a useful life of at least five years. Each year Metro develops a five
-year Capital Improvement Plan (CIP) for projects anticipated to
cost $100,000 or more as part of the budget process. The first
year of the CIP is Metro’s capital budget that gets approved by
Metro Council.

The 2016 audit found Metro’s management of capital projects
was ad-hoc. The management environment allowed some capital
projects to move forward without proper planning or budget
approval, which increased the risk of unauthorized spending.
The audit made five recommendations to improve the
completeness and accuracy of Metro’s capital budget, work plans,
and project reports.

After the audit, Metro made changes to how it plans capital
projects. Metro adopted a strategic asset management plan in
2017. It also created the Asset Management and Capital Planning
(AMCP) program to implement the plan. The program was
tasked with implementing the 2016 audit recommendations.

RESULTS

We found Metro improved its capital planning and budgeting. It
made progress on all of the recommendations and fully
implemented one. A sample of projects showed Metro followed
its policy and project management guidance in most cases. Metro
made efforts to improve project cost estimates. It also improved
the completeness of both the Y 2017-18 capital budget and
project reporting. It implemented the recommendation to
establish a policy and process to determine whether natural area
restoration projects are capital projects. It also made changes to
better align projects funded with the voter-approved Parks and
Natural Areas Local Option Levy (Levy) with the CIP.



Exhibit1 Most audit recommendations from 2016 were in process

New planning
process aims for a
higher level of
maturity

Recommendation Status
1. Ensure capital planning policies and project management
guidance are followed to:

a. improve the accuracy of project cost estimates;

b. document approval of project plans;

c. document approval of project budgets; and

d. document approval of revised project budgets.
2. Improve completeness and accuracy of the capital budget by
updating it periodically during the year when new projects are
approved or existing project budgets exceed established
thresholds.
3. Increase accountability by improving the twice-yearly capital
project monitoring report to provide accurate information In process
about the scope, schedule and budget for each capital project.

In process

In process

4. Establish a policy and a process to determine if restoration
projects are capital projects.

5. Align the Levy work plan approval and updating processes
with Metro’s capital budget processes to create consistent In process
scopes of work, budgets and schedules for projects.

Implemented

Source: Metro Auditor’s Office analysis

However, there was work remaining to comply with the Capital Asset
Management Policy (CAMP) and ensure the accuracy and completeness of
Metro’s capital budget, reports, and plans. Metro should determine how non-
construction projects fit into the agency’s capital planning process, and
which planning requirement should apply to those projects. To improve
accountability, Metro also needs to increase reporting about project scopes
and schedules. Better alignment between the Levy work plan and the CIP
showed significant improvement that should be continued in future budget
cycles to fully implement the recommendation.

Metro’s new capital planning process is designed to increase the agency’s
capital project management maturity. The 2016 audit found capital project
management to be at low levels of maturity. These levels could be described
as ad-hoc or foundational.

The AMCP steering committee reviewed Metro’s capital projects in fall of
2018. This process was intended to be both comprehensive and integrated
with agency goals and department operations. For the review, departments
were required to use a consistent method to rank all capital projects. The
method considered several factors including the operational impacts of
projects. The AMCP program also analyzed projects as a portfolio, assessed
project management capacity, assessed risks, and started to identify ways to
achieve efficiencies across Metro’s portfolio of projects. The program also
facilitated increased coordination among departments.

Office of the Metro Auditor
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Exhibit2 Metro’s new capital planning process aimed for higher
level of maturity

Level 1 Level 2 Level 3 Level 4 Level 5
Ad-hoc Foundation Manage Integrate Optimization

f

Metro’s new capital
planning process

Projects reviewed in this
follow-up audit

Level 1 — Ad-hoc: No formal consistent process to execute a project

Level 2 - Foundation: Consistent, basic approaches, repeatable processes
applied to basic project management steps

Level 3 — Manage: Consistent, comprehensive approach. Organization can
efficiently plan, manage, integrate and control single projects.

Level 4 — Integrate: project portfolio management is institutionalized and
integrated into the organization’s business planning process.

Level 5 — Optimization: Project-centered organization with an established

approach to continuous improvement of project management practices.

Source: Metro Auditor’s Offfice analysis based on Project Management Maturity Model developed by Project
Management Institute

The projects we reviewed in this follow-up audit showed the maturity of
project management still varied. We reviewed a selection of approved and
proposed projects in the Levy, General Fund and the Renewal and
Replacement Fund in FY 2017-18 through FY 2019-20. Some projects were
managed by the Construction Project Management Office (CPMO) while
others were managed by departments. The CPMO maintains project
management guidance that includes the use of best practice tools including
project concept forms, project management plans, status reports, and project
change requests. The CPMO monitors the use of most of these tools for the
projects it manages. Its reports showed fairly consistent use among CPMO-
managed projects.

Department-managed projects appeared to use some of these tools less
consistently. A few of the department-managed projects we reviewed did not
meet project management requirements. For example, approval for some
projects was not well-documented. Although inclusion in the CIP
demonstrated approval, it was not always clear whether the steps outlined in
project management guidance were followed. When those steps are not
followed, it increases the chances that projects will move forward with
inaccurate or incomplete scopes, schedules and budgets.

Increasing the agency’s maturity level for capital project management will
require Metro to determine what standards should apply to non-construction
capital projects. CAMP requires new capital projects to follow the CPMO’s
project management guidance, whether managed by the CPMO or by
individual departments. However, the guidance only applies to construction
projects. This means Metro does not require the use of those project
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Metro followed its
policy and project
management
guidance for most
projects

Capital budget more
complete, but could
be more accurate

management tools for a subset of its capital projects including information
technology (IT) and some natural area restoration projects.

Most projects we reviewed followed Metro policies and incorporated at least
some of the best practices outlined in the CPMO guidance. All of the
projects in our review had been included in the CIP, as required by CAMP,
prior to spending in the years we reviewed. We also noted efforts designed to
improve future project estimates. However, three projects didn’t have
approvals for budget changes or use status reports. This meant Metro was in
process with the recommendation to ensure policies and project
management guidance were followed.

Metro made improvements to document project cost estimates. Almost all of
the projects and proposals we reviewed (16 of 18) had concept forms that
included cost estimates. Starting with the FY 2017-18 budget cycle,
departments were required to submit concept form information through
project management software known internally as Honey Badger. All but one
project in our review complied with this requirement. Departments were also
asked to identify the source of the project cost estimate. The AMCP

program used this information to evaluate the quality of the estimates.
Records indicated CPMO assisted departments with cost estimates for some
projects.

We found three restoration projects did not completely follow the CPMO
project management guidance, even though they appeared to involve
construction. The projects exceeded their annual budgets in FY 2017-18 but
approval of these changes was not documented. The guidance also requires
the use of status reports to monitor projects. We were told these projects
were tracked in a software system that the Parks and Nature department
uses. We reviewed screenshots from the software, but they did not provide
detailed information about the project’s scope or information about the
project schedule.

We noted efforts by the AMCP program that could help improve project
estimates and the management of project spending over time. For instance,
project cost estimates may change during the project. We were told the
AMCEP is planning to track these changes. In addition, the program was
considering having departments specify their confidence level for project
cost estimates. This may help identify instances where project budgets
should be adjusted, such as to add an amount for contingency. Finally, a
software upgrade may give project managers more direct access to spending
data to help them manage project budgets.

We found Metro made progress implementing the recommendation to
ensure the completeness and accuracy of the CIP. However, there were a
few cases where the CIP should have been amended, which meant the
recommendation was still in process.

CAMP requires that new projects with actual or anticipated expenditures
over $100,000 be added to the CIP. In the three funds we analyzed, all new
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project spending occurred under this threshold, or the CIP was amended as
required. For instance, the CIP was amended to accommodate a new project
as well other project changes, such as budget increases.

CAMP also includes another criterion to ensure accuracy, which states that if
actual or anticipated project spending exceeds the original project budget by
more than 20 percent, the CIP must be amended.

As in the 2016 audit, we interpreted the 20 percent threshold to apply on an
annual basis. We compared project spending in FY 2017-18 to what was
budgeted for the projects in that year. Four restoration projects managed by
the Parks and Nature department had spending that exceeded the 20 percent
threshold in FY 2017-18, but the CIP was not amended for these projects.

The reasons the CIP was not amended for those restoration projects
appeared to vary. In one case, a high level of spending occurred late in the
fiscal year, which may have led to an unanticipated overage. This
overspending may not have been caught in time to amend the CIP. In other
cases, it appears information about the overages was available, and a
breakdown in communication, coordination, or policy interpretation may
have been the reason.

Because of the way the policy was written, the 20 percent threshold may be
interpreted to apply only to the entire project budget. In this case, actual
spending would have to exceed 20 percent of the entire project budget
before a CIP amendment was needed. We were told some employees
interpret the threshold as applying only to the entire project budget. This
approach could result in spending that was inconsistent with the project’s
annual budget.

The language in CAMP made it difficult to interpret. First, the term original
project budget was not defined in CAMP. It was not clear if the term referred to
the proposed amount, the amount budgeted in the current year, or something
else. It was also unclear whether the project budget included all funding
sources for projects that were budgeted from multiple funds. Finally, the
policy was not clear which expenditures should apply to the threshold.

Applying the threshold on an annual basis means tighter control over project
spending each year. It could also require more amendments to the CIP.
Applying the threshold on a total project budget basis (all funds and all years
of the CIP) would require careful planning, documented approval of total
project budgets, and effective ongoing monitoring to control project
spending. It also means that the project expenses planned for years two
through five on the CIP are very important, since they could be moved
forward and spent on a project without additional budget approval from
Metro Council.

Regardless of which interpretation is used, an effort by AMCP could help
increase the accuracy of the CIP. The program formalized capital project
oversight committees for most areas of Metro operations. The Parks and
Nature department planned oversight committee meetings to discuss possible
CIP amendments. These meetings will be an opportunity to discuss project
spending, and take action to amend the CIP, if needed.
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Compared to the 2016 audit, the completeness of the CIP improved, and
there were fewer projects that went over budget. However, there may be
ways to increase the accuracy of the capital budget. We found a large
percentage of projects had little or no spending. This could be interpreted as
more cautious budgeting. In some cases, being cautious may have meant the
budget was a less accurate predictor of actual spending for each project.

Exhibit 3 Less than 50% of the budget was spent in 27 of 40 projects

Project spending as percentage of project Num.ber of
budget projects

0 -50% 27

51% - 100% 9

Over 100% 4
Total projects 40

Source: Metro Anditor’s Offfice analysis of FY2017-18 budget and actual project expenditures.

Project spend iINg  Metro was in the process of implementing the recommendation to improve
reports im proved, capital project reporting. The reports we reviewed were generally accurate in
but more  ferms of project budgets and actual spending. They were also more
information was complete than the reports we reviewed in the 2016 audit because they
reported on all capital projects and included information about the status of
needed about each project. However, the reports did not include information about
scopes of work and project schedule or scope.

schedules Twice a year, Metro’s Finance and Regulatory Services (FRS) department

includes information about capital projects in its quarterly financial report to
Metro Council. The 2016 audit recommendation was for Metro to improve
the reports by providing accurate information about projects’ scope,
schedule and budget. These are important pieces of information to help
management, Metro Council, and the public understand the status of
projects.

We noted scope, schedule, and budget information was already being used
in some parts of Metro and could be incorporated into FRS’ reports. For
instance, Parks and Nature reported on scope, schedule, and budget to an
oversight committee for bond-funded projects. Levy-funded projects are
expected to be reported in a similar fashion in the future. The CPMO also
monitored scope, schedule, and budget for its projects. We were told Metro
intends to include schedule information as well as project completion date
in future financial reports to the Metro Council. It was unclear if changes to
a project’s scope would be reported.

Status of natural Metro implemented the recommendation to develop a policy or procedure
area restoration to determine if restoration projects are capital projects. The 2016 audit found

. | conflicting information about why some restoration projects were included
projects clearer in the CIP, while others were not.
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In October 2018, the Parks and Nature department issued a guidance memo
intended to help employees determine which restoration projects should be
listed on the CIP. One set of criteria in the memo defined which restoration
projects were capital projects, such as those involving construction. These
projects were to be listed on the CIP if they were over $100,000.

The memo also stated that certain other restoration projects not fitting the
definition of capital projects should be included on the CIP as well. These
included restoration projects expected to cost $100,000 or more in a year.
The rationale was that such projects are complex, and would benefit from
being tracked on the CIP.

Exhibit4 Some restoration projects involve construction

Sonrce: Photo of River Island Natural Area Restoration Project from 2016 Parks and Nature Systens Plan

The guidance may help ensure consistency over time. However, it had not
been implemented for the start of the FY 2019-20 budget development
process. Some restoration projects were not individually reviewed along with
other capital projects by the AMCP program in Fall 2018. We were told this
was because the budgets for those projects had not been finalized by the
Parks and Nature department. In January 2019, Parks and Nature provided
project budgets to the AMCP program and informed them that the projects
would be included in their capital budget submission.

Levy pla n and CIP  Metro also made progtess aligning the Levy work plan approval and budget
better aligned  processes. The Parks and Nature department moved the timing of the Levy
work plan approval closer to when the capital budget was approved. This
made alignment between the two documents more likely. We found the
documents were misaligned for a couple of projects. This meant the
recommendation was still in process.

We compared Levy work plans and CIPs for FY 2017-18 and FY 2018-19
and found the alignment improved significantly since the 2016 audit. Most
projects appeared on both documents, and both documents generally had
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the same budget total for most projects as well. However, both years showed
places where the two documents diverged. Over the two years we reviewed,
a total of three projects appeared on either the CIP or the Levy work plan,
but not both. Since the FY 2019-20 CIP will not be finalized until spring
2019, we could not determine whether the Levy work plan and the CIP
would be aligned for that fiscal year.

Exhibit 5 The percentage of projects appearing in both the CIP and

Ensuring consistency
could lower risk

the Levy work plan increased

17 of 18
projects

100%

18 of 20
projects

75%

50%

20f9
25% lof6 projects 10f7
projects projects
FY 13-14 FY 14-15 FY 15-16 FY17-18 FY 18-19
\ J L J
| |

Projects in prior audit Projects in this audit

Source: Metro Anditor’s Office analysis of Levy work plans and CIPs

AREAS FOR FURTHER CONSIDERATION

Ensuring that policies, guidance, and procedures are consistently applied to
all capital projects will help Metro lower risk in its capital program. It will be
important to clarify language about the project spending threshold in CAMP
and ensure that department-specific guidance is consistent with CAMP.
Even though it is not required for non-construction capital projects, it might
be expected that departments follow the CPMO guidance for all large
projects. Some capital projects that don’t involve construction could be
complex, such as large IT-related projects or certain restoration projects.
They may benefit from more consistent use of project management best
practices.

Similarly, AMCP will need to determine whether all large restoration projects
will be reviewed during the budget process. The Parks and Nature
department guidance specified that all restoration projects at or above
$100,000 will be included on the CIP, even though some may not be capital
projects. The AMCP program reviews all capital projects at or above
$100,000, but it was not clear if non-capital restoration projects would be
reviewed.
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Long-term planning  The AMCP program focused on projects for FY 2019-20 and FY 2020-21,
will re quire better but not projects planned for future years. It intended to anglyze projects for
) i future years as part of long-term planning to find efficiencies, for example.
project com pletlon One challenge in using the CIP for long-term planning is project carry-
rate  forward.

A high degree of project carry-forward makes planning future budget years
more difficult. Assuming limited resources to manage and accomplish
projects, projects planned for future years may need to be postponed.
Accomplishing projects in the time for which they are budgeted decreases
the need for project carry-forward. We noted more than a fourth of FY 2017
-18 projects we reviewed had no spending and would likely be carried
forward to the next fiscal year.

The AMCP program plans to address project carry-forward in several ways.
For instance, during the development of the FY 2019-20 budget, the
program assessed historic project completion rates. It also facilitated
assessments of project management capacity with the CPMO and the IS
department. The program cautioned that the proposed budget was
ambitious, and asked departments to assess if some projects could be
scheduled for the following budget year.

Departments also have a role in ensuring projects are completed when
budgeted. Particularly for the projects they manage, departments should
ensure that projects are carefully planned and managed. Along with FRS,
they also need to ensure that multi-year projects are budgeted as such.

Scope of AMCP will  Looking forward, Metro will need to set priorities for the AMCP to ensure it
can be successful. September 2018 marked the start of the first budget cycle

need to be ca refuIIy for the AMCP program. We attended some of their meetings and found they

mana ged were focused on several things. For instance, the program oversaw the initial

parts of capital planning and the implementation of the asset management
system. It analyzed capital project proposals in order to help Metro comply
with several policies. The program also planned to develop capital planning
standards and update the agency’s asset management plan. It also anticipated
working with departments on other more specific plans for managing
Metro’s assets.

In addition to these responsibilities, there are other possible areas where
Metro could improve capital project management. Some of those areas
might include training, performance measurement, and continuous
improvement for capital project management. Ensuring that funded projects
comply with CAMP mostly requires coordination between departments,
FRS, and the Metro Council, but AMCP may also have a role. AMCP is
uniquely situated at Metro to accomplish work in these areas. However;
giving the program too many responsibilities could overwhelm it.
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SCOPE & METHODOLOGY

The objective of this audit was to determine the status of recommendations
from the 2016 audit. The scope included capital projects and expenditures in
the Parks and Natural Areas Local Option Levy fund, the General fund, and
the General Renewal and Replacement fund from FY 2017-18 to FY 2018-
19. It also included projects proposed for the FY 2019-20 budget.

To meet our objective, we reviewed expenditures from Metro’s accounting
system. We compare those figures to Metro’s capital budget, Metro’s
quarterly financial reports and Parks and Natural Areas Local Option Levy
work plans. We reviewed documentation from the Asset Management and
Capital Planning (AMCP) program and the Construction Project
Management Office. We interviewed employees involved in capital project
planning and the budget process, and observed AMCP meetings.

We also reviewed documentation for a sample of capital projects and
proposed projects. We used a non-probability sample so our results cannot
be generalized to all projects. Our sample of projects was selected based on
the following criteria: projects that overspent their annual budget amount,
projects with little or no spending in the current year, and new or proposed
projects. We reviewed documentation about these projects to determine how
well the projects followed Metro policy and project management guidance.

This audit was included in the FY 2018-19 audit schedule. 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.
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MANAGEMENT RESPONSE

@ Metro
Memo

600 NE Grand Ave.
Portland, OR 97232-2736

Date: April 5,2019
To: Brian Evans, Metro Auditor
From: Heidi Rahn, Asset Management and Capital Planning Program Director

Andrew Scott, Deputy Chief Operating Officer

Subject: Management Response - Capital Project Planning Follow Up Audit

Management would like to thank the Metro Auditor for reviewing the progress made
with capital project planning throughout the agency. Metro has invested significant
resources to address the Auditor’s recommendations from the 2016 Capital Project
Planning audit and agrees with the findings in the 2019 follow up audit. We appreciate
your recognition of our efforts to improve capital project planning and the
recommendations you provide to help us continue to refine and prioritize our continuing
improvement initiatives.

Background

In response to the Auditor’s 2016 Capital Project Planning Audit, Metro staff and
leadership throughout the agency worked to address the auditor’s recommendations,
develop a governance structure, and build a plan. In 2018, Metro launched a new Asset
Management and Capital Planning (AMCP) program under the Deputy Chief Operating
Officer to continue advancing the agency’s management of our capital assets. A program
director was hired to lead implementation of the Strategic Asset Management Plan with
the aim to improve financial performance, support informed asset management
decisions, and enhance organizational best practices around capital planning.

Response to Findings in the Auditor’s Report
Management agrees with the auditor’s review of progress made since 2016 and is
committed to continuously advancing Metro’s efforts with capital project planning.

Recommendation #1 In Process

Ensure capital planning policies and project management guidance are followed to
improve the accuracy of project cost estimates, document approval of project plans,
document approval of project budgets and document approval of revised project budgets.

While significant improvements have been acknowledged by the auditor, management
agrees that additional efforts are needed to ensure all capital projects follow Metro
policies and best practices for cost estimating, project approval, and continuous budget
management and revision approvals. Additional governance structures have been put in
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place to ensure that all capital projects, including natural area restoration projects, are
following agency practices for budget management and approval. In addition, an effort is
underway to expand the usage of Metro’s project and portfolio management software to
track project status and approvals. Training is also underway for project managers
throughout the agency to advance their knowledge and use new tools for project cost
estimating and planning.

Recommendation #2 In Process

Improve completeness and accuracy of the capital budget by updating it periodically during
the year when new projects are approved or existing project budgets exceed established
thresholds.

We agree with the auditor’s assessment of the significant improvements made in the
accuracy and updates with the capital budget throughout the year. The AMCP program is
updating the Capital Asset Management Policy to provide definitions where there is
currently inconsistent interpretation.

The auditor mentions the role of the new formalized capital project oversight committees
for each department in ensuring capital project budgets are tracked and amended, as
needed. This new governance structure is set up in each department to do the following:
Ensure adherence to Metro’s policies for:

Capital asset stewardship

Project identification, prioritization and budgeting

Project planning, execution and commissioning

Provide strategic direction and input to Asset Management and construction projects
Facilitate internal and external stakeholder communications

a0 o®

All capital project scope, schedule, and budget status and amendments must go through
the capital project oversight committees for each department. Finance and Regulatory
Services staff participate in these committees to ensure compliance with Metro’s budget
policies. Management is confident this new governance structure embedded in each
department provides the appropriate control mechanisms for capital budget
management.

The auditor highlights that budget accuracy could improve the prediction of actual
spending for each project. Additional analysis will be conducted in FY 19-20 by AMCP
staff with the capital project oversight committees to assess project spending trends and
any underspending. This will allow us to identify what is driving underspending (e.g.
cautious budgeting, staff and contractor capacity limitations, planning, etc.) and put in
place tools, processes, and resources to improve the accuracy of the budget.

Recommendation #3 In Process
Increase accountability by improving the twice-yearly capital project monitoring report to
provide accurate information about the scope, schedule and budget for each capital project.

We agree with the audit that advancements have been made in capital project budget and
spending reporting. An effort is underway to expand the usage of Metro’s project and
portfolio management software to track project scope and schedule for all capital
projects. The AMCP program is committed to working with FRS to provide the
appropriate level of scope, schedule, and budget updates to the Metro Council.

Office of the Metro Auditor
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Recommendation #4 Implemented
Establish a policy and a process to determine if restoration projects are capital projects.

The Parks and Nature Department defined the process and criteria for determining when
restoration projects should be listed on the Capital Improvement Plan. Additionally,
restoration project managers participate in the Parks and Nature Department capital
projects review committee to ensure consistent implementation of capital planning
policies and project management guidelines.

Recommendation #5 In Process
Align the Levy work plan approval and updating processes with Metro’s capital budget
processes to create consistent scopes of work, budgets and schedules for projects.

Significant improvements to align Parks and Nature Levy work plans and the capital
budgeting process have been made and acknowledged by the auditor. Systems and
controls are in place to ensure continuous alignment in the future. The hiring of the
Capital Planning Coordinator for the Parks and Nature Department has been a critical
success factor in aligning all capital project planning for the department.

Conclusion

The analysis and recommendations the auditor has provided regarding Metro’s capital
planning has helped to inform past and future work to advance capital project planning,
policies, and tools. The launch of the AMCP program has been critical to standardizing
the approach to capital project planning and execution across the agency. We appreciate
the auditor’s efforts and believe the agency is well positioned for continuous
improvement in capital planning.
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AUDIT HIGHLIGHTS

April 2019

Capital Project Planning Follow-Up Audit

Why this audit is important

Capital projects typically involve large projects and have a direct
impact on a government’s ability to provide services and
programs. Metro develops a five year plan for capital projects
called the capital improvement plan (CIP). A 2016 of capital
project planning found Metro’s management of capital projects
was ad-hoc. The management environment allowed some projects
to move forward without proper planning or budget approval.
This increased the risk of unauthorized spending. The audit made
five recommendations. Since the audit, Metro created the Asset
Management and Capital Planning (AMCP) program. The
program was tasked with implementing the audit recommendations.

What we found

We found Metro improved its capital planning and
budgeting. It made progress on all of the
recommendations and fully implemented one. A
sample of projects showed Metro followed its policy
and project management guidance in most cases.

Metro made efforts to improve project cost estimates.

It also improved the completeness of both the FY
2017-18 capital budget and project reporting. It
implemented the recommendation to outline a policy
and process to determine if natural area restoration
projects are capital projects. It also made changes to
better align projects funded with the voter-approved
Parks and Natural Areas Local Option Levy (Levy)
with the CIP.

However, there was work remaining to comply with
Metro’s Capital Asset Management Policy and ensure
the accuracy and completeness of Metro’s budget,
reports and plans. Metro should determine how non-
construction projects fit into the agency’s capital
planning process, and which requirements should
apply to those projects. To improve accountability,
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2016 Parks and Nature System Plan

Status of 2016 audit recommendations

Recommendation
1. Ensure capital planning policies and project
management guidance are followed to:

a. improve the accuracy of project cost

estimates;

b. document approval of project plans;

c. document approval of project budgets; and

d. document approval of revised project

budgets.

2. Improve completeness and accuracy of the
capital budget by updating it petiodically during the
year when new projects are approved or existing
project budgets exceed established thresholds.
3. Increase accountability by improving the twice-
yeatly capital project monitoring report to provide
accurate information about the scope, schedule and
budget for each capital project.
4. Establish a policy and a process to determine if
restoration projects are capital projects.
5. Align the Levy work plan approval and updating
processes with Metro’s capital budget processes to
create consistent scopes of work, budgets and
schedules for projects.

Source: Metro Anditor’s office analysis

Source: River Island Natural Area Restoration Project from

Status

In process

In process

In process

Implemented

In process

Metro also needs to increase reporting about project scopes and schedules. Better alignment between the Levy
work plan and the CIP showed significant improvement that should be continued in future budget cycles to fully

implement the recommendation.

Areas for further consideration

We noted areas for further consideration. First, ensuring that policies, guidance and procedures are consistently
applied to all capital projects will help lower risk. Second, in order to use the CIP as a long term plan, Metro will
need to accomplish more projects in the time frame they are originally planned. Otherwise, carrying projects
forward makes long-term planning more difficult. Lastly, Metro will need to manage the scope of the AMCP
program. Giving the program too many responsibilities could overwhelm it.

@ Metro

Metro Auditor Brian Evans
Oregonmetro.gov/auditor
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