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Dr. Kimberly Armstrong, Superintendent
Portland Public Schools

510 N. Dixon Street

Portland, OR 97227

Dear Dr. Armstrong

Sjoberg Evashenk Consulting is pleased to submit our report for the Portland Public Schools (PPS) Annual
Bond Performance Audit for a two-year cycle covering Fiscal Years 2024-25 and 2025-26.

We assessed performance of the 2017 Bond, 2020 Bond, and 2025 Bond programs with focus on the status
bond projects, schedule and budget, project delivery, contingency practices, oversight, and risks associated
with the bond program. We also assessed PPS progress made towards implementing recommendations from
prior annual bond performance audits.

Our report concludes that PPS continued progress toward meeting its bond pledges and delivered many
projects since the 2012 bond including completing more projects than planned. We found PPS made
significant progress implementing prior audit recommendations. Although, this audit also revealed missing
controls that caused unallowable bond expenditures, unsupported payroll charges, missed savings,
noncompliance with contract terms, and additional fiscal impacts from practices.

Further, the audit highlights risks for PPS’ bond program reorganization and related contracts that have not
been mitigated. PPS lacked a clear business case for its outsourcing shift and accurate information available
to the Board for contract approval in addition to adequate capital expertise to monitor the outsourced function.
Some Board members asked for additional data and time to review, but the Board voted on the contracts
before such information was made available. This revealed disconnects between the Board’s view of its bond
fiduciary responsibilities and best practices for effective governance. We also found early collaboration with
PPS’ program management consultant and discrepancies in the solicitation process to conclude that the
competitive nature may have been compromised. The resulting contract PPS negotiated was at the high end
of market and contained provisions that PPS failed to enforce leading to more than $762,000 being overpaid.

We appreciate the professionalism, cooperation, and dedication of PPS’ Board, members of the Bond
Accountability Committee, PPS leadership, former-OSM management and staff, and new RISE management
and staff throughout the audit.

Respectfully Submitted,

Bty —

Catherine Brady, Partner
Sjoberg Evashenk Consulting, Inc.
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List of Acronyms

BAC Bond Accountability Committee

BCC Bond Compensability Committee

CBSE Center for Black Student Excellence (now Grice-Adair Center for Educational Excellence)
CD Construction Documents

CHS Cleveland High School

CM Construction Manager

CMAA Construction Management Association of America
CMGC Construction Manager/General Contractor

COSO Committee of Sponsoring Organizations of the Treadway Commission

ERP Enterprise Resource Planning

FAM Facilities and Maintenance

FIOC Facilities Infrastructure Oversight Committee
GMP Guaranteed Maximum Price

IBW Ida B. Wells High School

JHS Jefferson High School

OIPA Office of Internal Performance Auditor

OSM Office of School Modernization (now part of RISE)'
OTIS Office of Technology & Information Services
OTL Office of Teaching & Learning

PM Project Manager

PMP Program Management Plan

PMCM Program Manager/Construction Manager

PPS Portland Public Schools

RFP Request for Proposal

RFQ Request for Qualifications

RISE Real Estate, Infrastructure, and School Enhancement?

SOP Standard Operating Procedures

1 OSM was responsible for delivery and implementation of the bond program and related projects from 2012 through January 2026.
2RISE is responsible for delivery and implementation of the bond program and related projects from February 2026 through current.
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Executive Summary

As part of the required safeguards for transparency and accountability promised to voters in bond language,
the Portland Public School District (PPS) hired Sjoberg Evashenk Consulting (SEC), Inc. in October 2018 to
conduct annual performance audits of the school improvement bonds. For this performance audit cycle, our
audit period covers a two-year period from July 1, 2024, through June 30, 2026.

What We Looked At

Audit objectives focused on:3
1. Delivery status for the bond program and projects including risks
2. Contingency practices for the bond program and projects
3. Implementation status of prior audit recommendations

What We Found

PPS capital delivery teams continue to deliver projects and generally meet obligations to the voters for the
2012, 2017, and 2020 Bonds with extra money made available through bond premiums allowing the completion
of additional projects—more than pledged to the voters. This included six modernized high schools, one middle
school, and one K-8 school in addition to hundreds of planned infrastructure improvements. Infrastructure
projects related to water quality, lead, asbestos, radon, roof, accessibility, seismic retrofit, security, and fire
systems in addition to curriculum and technology upgrades. Also, activity for the 2025 Bond is off to a good
start. Even though it faced challenges over the last thirteen years, PPS has generally delivered within revised
budgets and originally intended timeframes, apart from two important 2020 Bond projects at Jefferson High
School and the Center for Black Student Excellence (CBSE).

While there are always opportunities for improvement that can be made to capital delivery processes and bond
management practices, PPS’ structure and approach employed since 2012 was effective in delivering the bond
program and follow practices and policies that align with industry. Further, PPS made headway implementing
prior annual bond performance audit recommendations with 16 out of 75 total audit recommendations made
over the past six years remaining in progress. Eight of the 16 in-progress recommendations were only first
reported in the annual bond performance audit finalized in June 2025.

Despite this progress, this audit revealed fiscal controls that need to be strengthened as we found unallowable
bond expenditures that did not align with authoritative accounting treatment, payroll charges lacking supporting
documentation, potential missed savings opportunities, contract overpayments that did not comply with contract
terms, and additional fiscal impacts from practices as shown in Exhibit 1. After auditors brought these issues
to management’s attention, PPS began implementing corrective actions, controls, and processes.

3 See Appendix A for Detailed Audit Scope and Methodology.
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EXHIBIT 1. SUMMARY OF ESTIMATED FISCAL IMPACT TO BOND PROGRAM BASED ON AUDIT FINDINGS

Audit Finding Fiscal Impact R;port
age
1.Unallowable Expenses $193,000 26
2. Payroll Charges Lacking Support Nearly $1M 29
3.Consultant Overpayments §762,000 78
4.Unmet Staffing Incentive $750,000 84
e o : - - Report
Audit Finding Missed Savings Opportunities Page
; , : Up $3M on
5. Construction Audit Savings Jefferson, Cleveland, Ida B. Wells High Schools 32
6.Consultant Fee Negotiations $4M to $14M Range 76
7.Unfavorable 90-Day Contract Term $2.2M 84

Source: Financial records, payroll distribution, e-Builder files, invoices, external construction auditor reports, contracts, and contract negotiations.

Further, as the audit began, our risk assessment revealed higher risks, repeated claims, and significant press
attention placed on management’s reorganization of its bond program and related contracts. These risks and
reports related to outsourcing, staff terminations, external collaborations, competitive solicitations, and contract
awards. Given the concerns raised by internal PPS staff, external stakeholders, and the press, our audit
standards require us to examine these matters.*

This audit revealed that PPS leadership took several actions that increased risks to the bond program without
requisite controls or activities to mitigate those risks. For instance, PPS leadership made significant shifts in its
bond delivery approach and terminated the employment of almost half of the internal positions that made up
its capital delivery program, impacting institutional knowledge and expertise gained over the prior thirteen years
of the bond and replacing the work performed by those positions with contracted services. PPS experienced
significant leadership turnover in the bond program, including the terminated bond delivery staff whose
responsibilities will now be largely performed by an external consultant hired to manage the bond program and
provide construction support services. While management and the Board have the discretion to outsource

4 Per General Accepted Government Auditing Standards Requirement §8.72, “when information comes to the auditor’s attention indicating that fraud, significant within
the context of the audit objectives, may have occurred, auditors should extend the audit steps and procedures, as necessary, to (1) determine whether fraud has likely
occurred and (2) if so, determine its effect on the audit findings.” Although we found conditions that indicate a heightened risk of fraud, we did not conclude fraud
occurred.
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operational activities, the manner in which PPS outsourced management of its capital bond program was, in
our judgment, problematic for three primary reasons.

First, PPS lacked a clear and cohesive business case for the shift. There was no evidence provided that
outsourcing the bond program was more cost-effective than keeping the activities in-house to support the need
for change or that the change in approach would be more effective and significantly alter the positive results of
the bond program that had achieved through past completion of modernized schools and hundreds of other
capital improvement projects. According to PPS, they believed prior bond project challenges, including
managing contacts, indicated that a different and more targeted management approach was appropriate.

Second, the decision to outsource was made without sufficient and reliable information available to the Board
and the public. Management asserted that there were concerns with the bond program and Board leadership
stated the bond program was a failure; yet over the past six years our audits have demonstrated that the bond
program has delivered projects as approved by the voters. There was a lack of substantive and accurate
information provided to the Board upon which to make decisions regarding the external consultant contract with
both Board and PPS leadership making assertions about bond program performance, project status, and
condition of bond program that contradicted previous independent audit results. Management conveyed a
sense of urgency regarding the need for the Board to quickly approve contracts for interim bond leadership and
program management. This urgency was predicated on assertions that the capital delivery team had failed to
deliver on the bond program—which was not accurate. According to PPS, the urgency was also driven by a
lack of leadership within OSM with two significant resignations and PPS had significant concerns about the
ability to execute three modernization projects concurrently based on its reliance on OSM leadership’s
assertions.

Nonetheless, this sense of urgency led the Board to act quickly, without full due diligence to make an informed
decision, such as a clear business case for the reorganization and decision to outsource, the cost-benefit to
PPS, and the methods management would employ to ensure bond performance under the outsourced
approach would exceed the performance of in-house staff. Some Board members asked for additional
information and extra time to review this information, but the Board voted on the contracts before such
information was made available. This, in turn, revealed disconnects between the Board’s view of its bond
oversight and fiduciary responsibilities, including internal controls for the bond program, and best practices for
effective governance.

Third, PPS terminated a significant portion of its bond program personnel, resulting in a substantial loss of
institutional knowledge, and did not incorporate personnel with capital expertise to oversee and monitor the
performance and compliance of its consultant in the newly outsourced model.
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Finally, this audit .reveale(_i PPS ea.rly coIIabgrat!on V\lllf[h the bond Program - c,,rrent Bond Environment is at
management service provider and discrepancies identified in the competitive Heightened Risk of Fraud.5
sohmta’uop and award proces.s'that confhct with be§t practices anq .cor?trols to Conditions that can indicate a
protect fair and open competition and increased risk that the solicitation and  heightened risk of fraud include a
award was compromised. The resulting contract PPS negotiated was history of improper payments,
overpriced at the high end of our market comparisons, permitted decisions ~ ©vidence of faise or misleading

. . ) . - information, and evidence of
that may financially benefit the consultant, and contained provisions that PPS unusual patters in contracting
failed to enforce resulting in overpayments of more than $762,000 to the and procurement.
consultant. -Generally Accepted Government

Auditing Standards §8.75
With limited in-house expertise at the leadership level over bond capital

delivery, PPS is heavily reliant on the external firm as it restructures staffing, reporting relationships, systems,
and protocols. This dependency could limit future competition for bond program management and project
delivery because switching to a competitor could be cost-prohibitive or technically impractical—known as
vendor lock-in. After auditors discussed these issues with management, PPS advertised for an Executive
Director of Capital and Planning position that will oversee the bond program management consultant once
filled.

Recommendations are listed at the end of each report finding and summarized in Appendix B, with key
highlights shown as follows. After discussing preliminary results with PPS, management and staff have taken
certain corrective action and have started working on several changes that align with our recommendations as
described throughout this report.

5 Per General Accepted Government Auditing Standards, fraud involves obtaining something of value through willful misrepresentation. Waste is the act of using or
expending resources carelessly, extravagantly, or to no purpose and relates primarily to mismanagement, inappropriate actions, and inadequate oversight. Abuse is
behavior that is deficient or improper when compared with behavior that a prudent person would consider reasonable and necessary business practice given the facts
and circumstances. Abuse includes misuse of authority or position for personal financial interests or those of an immediate or close family member or associate.
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Highlights of
What we

Recommend

To improve fiscal controls and
accountability, be reimbursed
for unallowable funds, seek
to renegotiate unfavorable
contract terms, reinforce
transparency and integrity,
and provide stronger
governance and oversight,
we made 38 recommendations
to the Board and PPS as
described in each report
section and highlighted here.

A complete list of
recommendations are detailed
in the Appendix B.

Correct Fiscal Control Weaknesses Over Bond Program: Establish
methodical processes for determining cost allowability, prioritization of
contingency balances, and support for bond staff time charges in
addition to reinstitute other fiscal controls related to cash flow and
external construction audit services for project costs.

Return Unallowable Bond Funds and Report on Bond
Expenditures: Seek general fund reimbursement for the unallowable
bond spending and prepare an annual public report itemizing the types
of expenditures and projects paid by bond funds to be more
transparent to voters, as independently verified by the Board’s Office
of Internal Performance Auditor.

Mitigate Risks to Long-Term Bond Program Success by
Rebuilding Internal Bond Capacity: Start rebuilding in-house capital
bond expertise to supplement remaining PPS employees by hiring
project management employees to ensure the longevity of the bond
program in addition to hiring an executive-level position with capital
expertise, while still receiving program management services from the
external bond program management consultant.

Seek to renegotiate the Bond Program Management Contract:
Work with its consultant and seek to renegotiate the bond program
management contract to correct math errors, change payment terms
to require time reporting and status reports and remove conflicting
features and incentives.

Adjust Bond Management Consultant Invoice: Adjust the bond
program management consultant’s next invoice by the $762,000
overpayment to comply with contract provisions and ensure proper
reductions are made to the May 2026 invoice and future consultant
invoices from that point in adherence with the contract.

Modify Board Practices to Strengthen Oversight and Fiscal
Responsibilities Over Bond Program: Create protocols to clarify
governing activities and tasks for fulfilling fiduciary duties over funding,
capital projects, and bond oversight including how the Board’s due
diligence is best demonstrated related to Board member questions
and data from PPS staff, if requested, for board deliberations.

Regularly Engage and Support the Office of Internal Auditor to
Review Bond Program Activity: Assign the Board's Office of Internal
Performance Auditor function to regularly review bond program
activity as an extension of board oversight and to enhance
transparency and accountability to taxpayers, including hiring an in-
house auditor with capital project delivery experience to review
expenditures and general fund transfers, and other bond areas as an
extension of board oversight.

SJOBERG EVASHENK
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Introduction and Background

As the largest K-12 public school district in Oregon with slightly more than 40,000 students and 81 schools,
PPS has been working on modernizing its aging school facilities and upgrading student learning environments
through funding provided by general obligations bonds.6 To date, PPS voters in Multnomah and Washington
County have passed four bond measures for school improvements in 2012, 2017, 2020, and 2025. 7 Combined,
these bonds authorized $4.3 billion in funding through a property tax levy for modernizing school facilities. PPS
received additional revenues through bond premiums, interest earnings, and grants increased the funding
available across the bonds to nearly $4.7 billion, as shown in Exhibit 2.

School Capital Improvement Bond Program

In 2012, the bond centered on school improvement efforts at Grant, Franklin, and Roosevelt High Schools in
addition to Faubion PK-8 School; while the 2017 bond largely focused on Lincoln, McDaniel, and Benson
Polytechnic High Schools in addition to Kellogg Middle School as shown in Exhibit 2. Both bonds also set aside
funds for a series of accessibility, seismic, and health and safety improvements at multiple schools within PPS.

With the passage of a third bond in 2020, PPS expanded planned areas to include not only traditional capital
improvements at physical school buildings such as the modernization of Jefferson High School but also allowed
funding for educational curriculum and information technology infrastructure improvements as well as the CBSE
also known as the Grice-Adair Center for Student Excellence.

Additionally, the 2025 Bond included implementing the design and construction for the modernizations of
Cleveland and Ida B. Wells High Schools, added funding to complete Jefferson High School, and authorized
PPS to utilize cost savings to perform updates or repairs to elementary and middle schools. The bond also
included funding for additional curriculum, technology, and infrastructure improvements to seismic, safety,
athletic fields, and performing arts.

& General obligation bonds are issued by state and local governments as a form of long-term borrowing to fund public infrastructure projects like schools, parks, and
roads and are repaid through general tax revenues. PPS’ bonds are repaid based on property tax assessments.

7 Voters passed Measure 26-144 in 2012 for $482 million in bonds; Measure 26-193 in 2017 authorizing $790 million in bonds; Measure 26-215 in 2020 authorizing
$1.208 billion in bonds; Measure 26-259 in 2025 authorizing $1.83 billion. In total, voters passed $4.3 billion in bonds for school modernization, renovation, repair,
improvement, curriculum, technology, center for black student excellence, and safety.
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EXHIBIT 2. CAPITAL PROJECTS BY APPROVED BOND PROGRAM WITH AMOUNTS

2012, 2017, 2020, 2025

Bond Components $790M $1.208B $1.827B
Modernizations $580M $629M $1.15B

2017 Bond Balance see Benson

Benson Multiple Pathways to Graduation $64M $64M
Benson Polytechnic High School $202M $152M $354M
Center for Black Student Excellence $60M $60M
Cleveland High School $20M $447.4M |  $467.4M
Elementary & Middle Schools $170.3M  $170.5M
Faubion PK-8 School $28M $28M
Franklin High School $85M $85M
Grant High School $95M $95M
Ida B. Wells High School $20M $429.4M | $449.4M
Jefferson High School $311M $100M $411M
Kellogg Middle School $45M $45M
Lincoln High School $187M $187M
McDaniel High School $146M $146M
Roosevelt High School $70M $70M

Roosevelt High School Phase V

Health, Safety, Infrastructure $74.5M $150M $241M $269M $734.5M

Athletics (West Sylvan, Roosevelt, Grant,

Franklin, Jackson, Marshall) $79M $79M
Facility Improvements & Priority Scope (Seismic) $190M $190M
Facility Improvements $5M $5M
Health & Safety $150M $150M
Infrastructure $241M $241M
Seismic & Other Building Improvements $69.5M $69.5M
Gurricuum, Technology hyisalEdueation 8050 | s1snom | _soeam _sazsom|
Curricululm $53.4M $56M | $109.4M
Technology $128.2M $176M | $304.2M
Phyiscal Education $10M $10M
Debt Repayment $45M $45M
Contingency $20M $93.3M $83.05M  $196.4M
Administration / Program Costs $84.5M $40M $63.1M $83.05M $270.7M

Source: Bond Components and amounts from Bond fact sheets, Board approved Bond planning memos, and prior annual bond performance audits.
Note: 2025 Bond—$100 million of the $190 million of “Facility Improvements & Priority Scope” is allocated to Seismic Improvements.
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Bond Capital Projects Budget versus General Fund Budget

Bond capital programs are complex, challenging, and long-term involving changing conditions, heavy reliance
on supply markets, exposure to inflationary pressures, and higher levels of public scrutiny and accountability,
requiring the need for full transparency and clear, accurate financial communications.

Although the spending of bond money spans several years, PPS must budget annually for expected
expenditure and debt service repayment against estimated bond proceeds.8 This activity is included in PPS’
capital projects fund (that also includes smaller non-bond capital projects) and PPS’ debt service fund. Over
the last six years, the capital projects fund budget averaged about half of PPS’ entire budget, as shown in
Exhibit 3. Conversely, the general fund budget averaged less than 38 percent over the same period. Bond
funds must only be spent on capital improvements identified in the bond measures and cannot be used for
general operations.

EXHIBIT 3. CAPITAL PROJECTS FUND AND GENERAL FUND PERCENT OF PPS BUDGET

Percent of District Budget

(Clrfgﬁg'ezrggttzemi ndng | 49% 40% 50% 54% 45% 60% | 49.7%
General Fund 36% 43% 38% 36% 43% % | 37.8%

Source: PPS Adopted Budgets.
Note: 'Debt service comprises approximately 11 percent, on average, of the combined amount shown in the exhibit. Although a small amount of debt service is for
pension obligations that are unrelated to the bond, the amounts do not significantly impact overall percentages.

Bond Program Management and Individual Project Management

Capital improvements involve a multitude of tasks, stakeholders, and variables that challenge a project or
program’s ability to stay on schedule, within budget, and aligned with planned scope. To ensure bond projects
are managed and implemented as pledged to voters, PPS employs both program management activities and
project management activities. While bond program management—focuses on a macro, strategic level across
a portfolio of several projects, project management and delivery focuses on the micro, day-to-day
implementation of an individual project. This is illustrated in Exhibit 4.

These project delivery teams also involve construction managers or external construction management firms
to perform site inspections, process submittals and requests for changes to the contract, review contractor
payment applications, and monitor general contractor compliance with contract responsibilities. Together, this
delivery team is critical for providing close oversight over a contractor's performance and adherence to the
contract.

8 Debt service is the amount of cash needed to pay back the bond debt (principal and interest) issued to raise money to fund the capital improvement expenditures.
Most of the debt service relates to the general obligation bond program from 2012, 2017, 2020, and 2025, but also includes pension debt service to address unfunded
pension liabilities.

STOBERG *EVASHENK Page |8




EXHIBIT 4. HIGHLIGHTS OF DIFFERENCE BETWEEN PROGRAM MANAGEMENT AND PROJECT MANAGEMENT RESPONSIBILITIES

CAPITAL PROJECT ELEMENTS

Timeline

Policies & Procedures

Risk Management

Financial

Construction

Performance

Communication

Reporting

PROGRAM MANAGEMENT

Oversee and coordinate portfolio of projects.

Spans lifecycle of bond, usually several years.

Develop consistent and standard policies.

Long-term planning.

High-level across bond projects.

Develop/negotiate contract terms.

Manage program budget and cash flow.

Enforce overarching district design standards.

Assess overarching activies and progress.

Track bond capacity, compliance, resource
allocation, and stakeholder satisfaction.

Handling global stakeholder communication.

Update and liasion with board and oversight
bodies on overall bond progress and budget.

PROJECT MANAGEMENT

Individual direct, day-to-day project delivery.

Shorter-term until individual project completed.

Follow policies.

Related to specific project being constructed.

Specific to individual capital project.

Monitoring contractor compliance.

Manage line-item construction costs.

Work with design team to produce drawings.

Direct day-to-day project execution, including
managing contractors and change orders.

Keep project on budget, schedule, scope.

Update and liasion with school and
communinity impacted by specific project.

Daily/weekly/monthly updates on schedule,
scope, budget, submittals, and work progress.

Source: CMAA Standards of Practice, Chapter 11 Program Management, 2021 Edition, Project Management Institute’s Common Body of Knowledge (PMBOK),
PMBOK-Construction Extension, National Association of Construction Auditors, and SEC audits and proprietary best practice resource library.

Bond Oversight and Organizational Structure

Modernizing aging school facilities involves a variety of PPS executives and staff, private sector consultants
and contractors, external stakeholders, a community-led accountability committee, and an elected oversight
board that work together on ensuring bond programs are delivered as planned as shown in Exhibit 5.

SJOBERG " EVASHENK
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Overseeing and advising staff on the bond programs is a seven-member Board of Education (Board) and
related board committees such as the Facilities Improvement Oversight (FIO) Committee and the Audit
Committee, in addition to a community-led Bond Accountability Committee (BAC) with technical expertise on
bond and capital delivery.® While ultimate accountability for the bond program rests with the Board, the
Superintendent and Senior Chief of Operations are responsible at the executive level for the delivery of the
bond program and projects.

EXHIBIT 5. OVERVIEW OF PPS BOND DELIVERY STRUCTURE, AS OF APRIL 2026

Q00
A
——
D — [pPs Board]
()
a

= =l
Bond Accountability

Committee Superintendent

OVERSIGHT

SCHOOL IMPROVEMENT BONDS

Prior to 2026 January 2026
CHIEF OPERATING SENIOR CHIEF OF
= OFFICER — OPERATIONS
11}
=
]
w
[=)
SENIOR EXECUTIVE
DIRECTOR DIRECTOR
| |
DIRECTOR OF PROGRAM
CONSTRUCTION (2) MANAGER
[
SENIOR PROJECT SENIOR PROJECT DESIGN
MANAGERS _ MANAGERS MANAGER
|
PROJECT PROJECT | DIRECTOR OF
MANAGERS I1 MANAGER CONSTRUCTION (1)
|
PROJECT _ SENIOR PROJECT
MANAGERS | MANAGERS
|
CONSTRUCTION \__ PROJECT
MANAGERS MANAGERS
PPSINHOUSE TECHNOLOGY PROGRAM MANAGER
CONTRACTED

CURRICULUM PROGRAM MANAGER

Source: PPS Leadership Staff Organizational Chart for 2025-2026 effective July 2025 and proposed 2026-2027 effective July 2026 as located on PPS website at
https://www.pps.net/Page/12889 and PPS RISE organizational chart, version 20 as of April 14, 2026.

9 The FIO Committee was previously known as the School Facilities Improvement Oversight Committee or the Facilities & Oversight Committee. The establishment
of the BAC was a requirement of each bond measure and consists of private community members that advise the Board and PPS on bond matters as defined by its
charter.
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Since the first bond was approved in 2012, PPS assigned to the Office of School Modernization (OSM) the
responsibility for administering, managing, and implementing capital improvement projects. This remained
OSM’s responsibility until December 2025. OSM executed the design and construction of the school
modernizations and infrastructure projects in addition to coordinating program management functions,
meetings of the Board’s FIO committee and BAC, and status reporting to the Board. In early 2026, PPS
reorganized the bond delivery structure into the new Real Estate, Infrastructure, and School Enhancement
(RISE) department. Overseen by the PPS’ Senior Chief of Operations, the Executive Director position for the
RISE department was outsourced to an external firm that has assumed responsibility for bond program
management and implementing the high school bond modernization projects and capital improvements related
to CBSE. While RISE primarily focuses on the bond program, it is also responsible for real estate, space
planning, and non-bond funded smaller capital projects. These other functions are managed by a PPS Senior
Director. According to PPS, once a newly advertised position for Executive Director of Capital and Planning is
filled, the RISE structure will look different.

Additional PPS departments became involved with the management and implementation of bond areas outside
of typical capital construction projects. This includes the Office of Technology & Information Services (OTIS)
for technology projects and the Office of Teaching & Learning (OTL) for curriculum projects. The bond program
structure also includes various capital delivery support from assigned staff from Purchasing & Contracting
procuring external firms to assist with bond-funded capital projects, Finance helping with bond financing and
interpreting accounting principles for bond compensability, and Career and Technical Education (CTE) working
on equity programs as part of capital projects.
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Finding 1: PPS Generally Fulfilled Its Bond Pledges with Projects

Completed On-Schedule and Within Revised Budgets

Since the 2012 Bond passed, OSM has delivered nearly $2.2 billion in capital projects to modernize six full high
schools, one middle school, and one PK-8 modernization. Also, OSM has delivered hundreds of improvements
related to accessibility, lead paint, water, asbestos, seismic, roof, security, mechanical, and technology
infrastructure, as well as curriculum programs, as pledged to voters. Another $643 million remains available
from bond premiums and interest earned which will allow additional projects to be delivered for the 2012, 2017,
and 2020 Bond projects. With the passage of the 2025 Bond, an additional $1.8 billion in funding is available
for projects that are starting up and off to a good start.’0 RISE continues to make progress and meet bond
obligations to voters, as did its predecessor, OSM.

Prior annual bond performance audits issued between 2014 and 2025 reported that OSM employed delivery
protocols over the bond program that aligned with best practices and industry standards—although auditors
recommended improvements as is common in audits of large-scale capital programs.'" OSM implemented
many of these prior audit recommendations; in fact, of the 75 recommendations auditors made since 2019,
only 16 audit recommendations remain to be implemented.'2

Across Bond Years, PPS Delivered More Whep OSM set out to modernize its_aged school
buildings more than a decade ago, it planned to

Than Pledged to Voters Generally Within  gaquaily improve all faciliies over several years

Schedule and Budgetary Commitments and continue updating schools and making capital
improvements if bond funding was available. Since
2012, PPS’ bond portfolio has grown nearly ten-fold. At the same time, OSM faced several budgetary
challenges from inadequate 2017 bond budget estimates, claims on the Benson High School project, and
significant cost escalation in the market. OSM encountered delays on two important 2020 Bond projects—due
to factors largely outside OSM’s control. These factors included board action directing OSM to redesign the
Jefferson High School project more than once and PPS delays in defining program concepts related to CBSE
that were needed before OSM could launch a capital project. Also, the Harrison Park Middle School conversion
encountered substantial scope increases which were driven by community feedback and ultimately decided by
the Board to balance student enrollment needs and programs available.!® Despite these challenges, OSM
delivered more to voters than planned at the time the bond passed, generally within budgets and originally
intended timeframes. 4

10 Bond premiums occur when the bond is sold to investors for more than its face value when the bond’s interest rate is higher than current market interest rates.

™ Industry guidance is from, but not limited to, Construction Owners Association of America, Construction Management Association of America, National School Board
Association, National Center on School Infrastructure, National Council on School Facilities, Oregon School Boards Association, California School Boards Association,
Project Management Institute’s Common Body of Knowledge (PMBOK) Construction Extension, and National Association of Construction Auditors.

12 All prior annual bond performance audit reports are available on the PPS website at https://bond.pps.net/about/oversight-and-accountability.

13 Refer to the annual bond performance audit issued in 2024 for details on the Harrison Park project https:/bond.pps.net/about/oversight-and-accountability.

14 We considered a project to be delivered within budget if it met its estimated budget when the bond passed. We considered OSM met a planned bond pledge if a
school was open for students or an infrastructure improvement project was completed or in use—including when curriculum textbooks or eBooks were purchased. It
is not uncommon for large-scale capital improvements to have outstanding “punch list” items of repairs or work to be finished. These smaller items, in addition to
potential claims or litigation affecting final costs, should not impact the use or function of the capital improvement.

STOBERG *EVASHENK Page |13


https://bond.pps.net/about/oversight-and-accountability
https://bond.pps.net/about/oversight-and-accountability

As discussed in prior annual bond performance

2012 Bond Projects Pledged to Voters Were audits, projects envisioned by the $482 million

All Delivered by Summer 2019, with More 2012 Bond were mostly completed on schedule
Projects Than Promised Subsequently by summer 2019. Students retumed to

. modernized learning environments at Faubion
Completed. Through Extra Funds Available PK-8, Frankiin High School, and Roosevelt
from Premiums and Interest High School in August 2017, followed by Grant

High School in August 2019. Additionally, the
pledged 2012 Bond seismic, roof, and accessibility projects were completed over four summers between 2013
and 2016 as planned. While final costs were higher at $579.4 million, this was primarily from the PPS Board
expanding design requirements for capacity of a high school to accommodate 1,700 students rather than the
1,500 students anticipated at pre-bond planning. OSM covered the extra $97.4 million funding needed using
available bond premium, interest earned, donations, and grants as shown in Exhibit 6. Because of this, we
found the projects to be delivered as intended by the voters.

EXHIBIT 6: 2012 BOND COST & DELIVERY STATUS, AS OF MARCH 2026

—— Additional Projects i Additional Projects
H Completed In-Progress
2012 Bond Delivery Status | 2012 2016 5017 2018 019 Bt e

Roosevelt Phase IV
(Makerspace, CTE)

Modernizations

-—
Faubion H

Franklin i
On Schedule On Schedule

T
nnnnnnnnn
jaga | 1) | aoo)

Franklin Teen Parent
Playground

Planned by 2019 vs. Actual
Modernize 1 PK-8 and 3 high schools.

Grant Bowl Gym
Lighting, Batting

Roosevelt

3-Month Delay Cages
Educational Facilities o>
M

Planned by 2018 vs. Actual L=

6-8 grade science classroom sinks Sinks, Completed Ahead of

and electrical outlets at 39 schoals. Outlets Schedule
Seismic & Other Improvements

Planned by 2018 vs. Actual M « Franklin Projectors
Seismic strengthening 26 schools, » Franklin External Flashing
seismic bracing 14 roofs, replace 8 Roofs, Completed Ahead of « Grant Plumbing
roofs, and improving accessibility to Accessibility Schedule

educational programs 33 schools.

Debt Repayment

Repay debt for previously financed
projects (boilers, roofs, Rosa Parks K-8)

Program
Program administration, contingency,
masterplanning 6 high schools, etc.

. oA

$482M  + $97.4M = $579.4M Total Available
$68.7M Bond Premium, Interest Earning - $578.9M Actual Expenses
$28.7M Grants, Donations, General Fund - $ 0.24M Committed to Active Projects

$ 0.26M Remaining Funds Available

Source: Prior annual bond performance audit reports, e-Builder project management system records, 2012 Bond measure.
Note: “Committed to Active Projects” includes project specific contingency that if unused is returned to program-wide contingency for other projects.
See Appendix C for a universe of projects funded by 2012, 2017, 2020, and 2025 Bonds.
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With voter-pledged projects completed, OSM designated remaining funds available for smaller improvements
at the original 2012 bond schools. Three of those additional projects were completed between 2020 and 2022
and included makerspace updates at Roosevelt High School, a teen parent playground at Franklin High School,
and gym and batting cage improvements at Grant High School. With funds still remaining, OSM continued to
spend down 2012 funds on smaller repair or enhancement projects at the 2012 schools such as bringing
previously installed projectors at Franklin High School up to current electrical code which is expected to be
completed by July 2026.'5 Thus, projects that show as “currently active” as of March 2026 do not represent
original planned project scopes that remain in progress but are newer improvements that have been identified
as eligible for funding under the 2012 Bond. OSM added new projects because original projects were generally
completed on schedule and budget, and unspent contingency monies and interest earned allowed OSM to
initiate new school improvements that exceeded commitments made to voters in 2012.

All Four School Modernizations Likewise, as discussed in the annual bond performance

audit report issued in June 2025, most 2017 Bond projects
Under the 2017 Bond Have Been were completed—despite initial challenges with the
Completed and More Health & development of the $790 million original bond cost
Safety Improvements than Initially estimates.'® Claims surrounding the construction contract
Envisioned Are Being Delivered for Benson High School continue to be litigated, but that

high school and the other three modernized schools
envisioned by the 2017 Bond opened to students on schedule.

While the 2017 Bond set aside $150 million for health and safety improvements, additional funding from grants,
bond premium, and interest earned allowed OSM to complete more projects than originally planned for
including improvement related to accessibility, asbestos, radon, roofs, seismic, water quality, and other
infrastructure. In fact, OSM completed health and safety improvements at more school sites than planned. For
instance, security systems were updated at all 88 schools when initially only planned for 11 sites. Similarly,
accessibility projects were completed at 16 sites compared to 9 originally planned sites. Using savings from
completed projects and additional funds available, OSM completed additional projects such as replacing and
seismically bracing existing roofs at additional schools and completing additional lead paint mitigation efforts
throughout the district as shown in Exhibit 7 on the next page. Some of the additional sites continue to have
activities in 2026 but those projects are beyond the original number of sites promised to voters.

Further, OSM completed the modernizations and school improvements promised to voters within the timeframe
envisioned in December 2017. Even the Benson High School project, which faced funding and construction
challenges, opened to students on schedule as planned in 2024. Like the 2012 Bond, OSM continues to use
remaining 2017 Bond funds available to complete additional projects that were not part of the original bond.
These projects include athletic field and track projects at Benson and Grant High Schools, both completed in
2024, in addition to remediation projects underway at Benson High School related to ongoing litigation.!”

15 According to PPS, the Franklin High School projectors installation project was completed in July 2026.

16 As reported in prior annual bond performance audit reports, for the 2017 Bond projects, OSM's bond estimates did not include all components of project costs or
accurate escalation factors; thus, we compared cost performance against the revised budgets once properly adjusted. All prior audit reports are available on the PPS
website at https://bond.pps.net/about/oversight-and-accountability.

17 According to the prior annual bond performance audit report issued in June 2025, when the Benson Polytechnic High School main building opened for student
attendance in August 2024, certain areas of the building were not completed. Open work related to items such as gym floors (impacted by pump failure), training
rooms, rework on the roof, various signage, and exterior punch list items to name a few. This work is expected to wrap up by the end of 2026.
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As of March 2026, OSM spent $865 million of the $913 million available from 2017 Bond funds, bond premium
and interest earned, as well as general fund and grants, completing the modernization and infrastructure
projects pledged to voters. With another $20.5 million of available funds in contingency (most of which resulted
from $16.3 million in savings on the Lincoln High School project) as of March 2026, the new RISE department
can implement additional 2017 Bond-funded improvements. While there are ongoing claims and litigation with
the Benson High School project, the amount of the claims and potential fiscal impact are still unknown, since
no decisions have been made as to who will bear the cost of paying claims.

EXHIBIT 7: 2017 BOND DELIVERY STATUS, AS OF MARCH 2026

L2
[2007]

2017 Bond Status 2017| 2018 2019 2020 2021 2022 2023 2024 2025 D Projects In-Progress 2026
[ ]
Ll
Modelv'nlzatvlons , $580M ]
Modernize 1 Middle & 3 High Schools l
v
. Planned 1
Benson High School by 8/2024 oOn-Schedule I
. Planned |
Kellogg Middle School 09/2021 I
N " Planned |
Lincoln High School 09/2022 I
5 + Planned
McDaniel High School 09/2021 oRScheame :
Health & Se\fety o $150M |
$150M Allocation for H&S at Multiple Sites l
ADA/Accessibility Done LE/\- :
Up to 9 Sites Planned vs. 16 Actual More I
Asbestos Done g‘» I » ETC2026: Marshall
Up to 48 Sites Planned vs. 49 Actual More =2 | * ETC2027: Grant
. . Ve I ETC 2026: Multiple Siti
Fire Alarm/Sprinklers Done (R 1’ Group 4, 5 &”Er'r:;fge:;;
Up to 16 Planned vs. 29 Actual More @ I Systems,\nverter
. & 1
Lead Paint Done As @ . )
Up to 88 Planned vs. 88 (All Schools) Promised Additional Projects :
Radon Mitigation Done As /ra 1
Testing all Sites (17 required Mitigation) Promised 0 ]
| .
A IR et
Up to 14 Planned vs. 23 Actual More = Additional Projects I vestal ’
Security Systems Done :
Up to 11 Planned vs. 88 (All Schools) More
|
Water Quality Done As ‘.‘ |
Up to 88 Planned vs. 88 (All Schools) ~ Promised i
]
Additional Projects o i e« ETC 2026: Benson
Notin Athletics: .
Original Benson Buckman Track, :—% | Follow-OnProjects,
Bond Grant Bowl Field & Track | Guardrail and Parapet
Remediation
|
Contingency $20M 1
- . i
Administration $40M 1
$790M  + $123.1M = $913.1M Total Available
$102.4M Bond Premium, Interest Earning - $865.5M Actual Expenses
$20.7M Grants, General Fund -$ 27.1M Committed to Active Projects

$ 20.5M Remaining Funds Available

Source: Prior annual bond performance audit reports, e-Builder project management system records, 2017 Bond measure.
Note: “Committed to Active Projects” includes project specific contingency that if unused is returned to program-wide contingency for other projects.
See Appendix C for universe of projects funded by 2012, 2017, 2020, and 2025 Bonds.
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Like previous bonds, the 2020 Bond continued similar
modernization and infrastructure efforts but also introduced
new improvements for technology and curriculum as well as
the CBSE. Initially valued at $1.2 billion, additional bond
premium and interest earned increased available funding to
$1.3 billion. Of the original $1.2 billion, more than half was
set aside for modernizations projects including amounts
covering the 2017 Bond funding shortfall at Benson High School, modernizing Jefferson High School, and
implementing the CBSE. The remaining allocations included $128 million for technology, $53 million for
curriculum, and $241 million for infrastructure projects, as shown in Exhibit 8.

2020 Infrastructure Bond Projects
Were Mostly Complete but Board
and Superintendent Decisions
Jefferson High School Resulted
in Delays and Higher Costs

EXHIBIT 8. 2020 BOND COST & DELIVERY STATUS, AS OF MARCH 2026

L2

T
2020 Bond Status 2020 2021 2022 2023 2024 2025 | Projects In-Progress 2026
A i
Moder-nlzatlons‘ ) $629M I
Modernize 1 & Design 2 High Schools and the CBSE I
Planned b
2017 Bond Balance for Benson High School 2';:;24 v on-Schedule i
|
. . Planned b
Benson Multiple Pathways to Graduation 8/2024 v On-Schedule :
Planned by
Center for Black Student Exellence 06/2025 1
Planned by I
Jefferson High School 03/2027 | Delayed to 2029
Planned by @ I
Roosevelt Phase V Masterplan 5/2024 :
Planning, Design, Pre-Construction Planned by I@ 1
Cleveland, Ida B. Wells High Schools 5/2024 1
Infrastructure $241M 1
$241M Allocation for Multiple Sites I
|
ADA [ SPED Done As L%\_ 1
No Specific # of Sites Planned vs. 81 Actual Promised I
Mechanical Done More Addigiu"al 1. ETC 2026: Controls Updates at
Up to 15 Planned vs. 31 Actual 52©)y Projects I 1ssites
|
Roofs
Done M N |
12 Planned vs. 13 Actual one More A |
Security Done As B i
All Schools Planned vs. All Schools Actual Promised 1
o Additional I
Seismic Done More frolepts ‘ « ETC 2026: Vernon, Winterhaven
Up to 3 Planned vs. 5 Actual 1
. e 1
;Z;I’::\;:lx:lm . Done More |EEJ % I
. ocation b3 -
L= ,
Technol Fres 1 Classroom Modernizations, -,
echnology Planned by =z Infrastructure & Security
$128.2M Allocation 12/2025 1 Delayed to 2029
Contingency $93.3M |
- . |
Administration $63.1M L
$1.208B + $125.6M = $1.334B Total Available
Bond Premium, Interest Earning - $738.5M Actual Expenses
- $505.9M Committed to Active Projects
$ 89.6M Remaining Funds Available

Source: Prior annual bond performance audit reports, e-Builder project management system records, 2020 Bond measure.
Note: “Committed to Active Projects” includes project specific contingency that if unused is returned to program-wide contingency for other projects.
See Appendix C for a universe of projects funded by 2012, 2017, 2020, and 2025 Bonds.
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Through March 2026, OSM has spent over $738 million on 2020 Bond projects, with most of the planned
infrastructure investments completed on schedule and at more schools than promised. At that time, OSM had
$89.6 million left and available to spend on additional infrastructure projects through additional funds from bond
premiums and interest. For instance, additional seismic and mechanical projects are underway as of March
2026 and expected to be completed by the end of 2026. Because of this, OSM has been able to deliver more
to voters than when the bond passed.

Also, as reported in the prior annual bond performance audit issued in June 2025, OSM continued to deliver
2020 Bond curriculum projects on schedule following Oregon Department of Education standards. With other
funding sources supplementing bond funds, OSM has been able to leverage bond funds to provide more
curriculum updates than planned.

Over the last year, PPS made significant progress moving the delayed $60 million CBSE project forward
through the purchase of a $16 million building in December 2025 for programming associated with the project’s
vision. As of June 2026, PPS is currently in the design phase, determining the specific capital improvements
that it will make to the purchased building with plans to complete construction by the 2029-2030 school year.
With the 2020 Bond allocating funding up to $60 million for CBSE, PPS has a balance of approximately $44
million to complete its final vision for the center.'8

Similarly, most 2020 Bond technology projects related to student device replacement and an enterprise
resource planning (ERP) system have been generally completed on target, as revised. PPS also made
progress towards its revised completion date in 2029 for the rest of the planned technology improvements that
are still recovering from past delays and challenges surrounding OTIS’ procurement method and COVID-19
pandemic challenges for its contractors. Improvements impacted include classroom modernizations for
wireless access points, projectors, and infrastructure or security projects such as data center server refresh,
phone updates, and switch replacements to name a few.

The largest remaining project underway for the 2020 Bond was the $466 million modernization of Jefferson
High School which received $366 million from the 2020 Bond and required an additional $100 million in 2025
Bond funds. Additional funding was required to cover cost increases due to board-directed redesigns meant to
accommodate school community design preferences and COVID-19 pandemic cost escalation.'® In December
2024, the Superintendent paused design development on the project to conduct cost reduction exercises. At
the conclusion of the prior annual bond performance audit issued in June 2025, OSM was in process of
addressing the Superintendent and Board'’s direction to conduct cost-reduction exercises. Specifically, in
December 2024, the project’s design efforts were paused to reduce total project costs by approximately $100
million from the project’s estimate ($491 million at that time) back to the initial $366 million budget when the
bond passed. That effort, along with other cost analyses, did not result in the target project savings envisioned
as discussed in more detail in Finding 3 of this report.

18 2020 Bond language set aside “up to” $60 million for CBSE.
19 The Board required redesigns required an update to the original comprehensive plan from 2022. The revised comprehensive plan was approved in October 2025.
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Since that time, OSM staff and project consultants completed a third redesign to save costs, and PPS engaged
another external consultant firm to identify and provide alternative options for cost savings and accelerating
construction. Those efforts did not result in the Board and Superintendent’s desired $100 million saving goal—
rather savings were more modest at $25 million as shown in Exhibit 9.

EXHIBIT 9. BOARD RE-DESIGN DECISIONS CAUSED DELAYS & INCREASED COST REQUIRING 2025 BOND FUNDING TO
COMPLETE JEFFERSON HIGH SCHOOL

288 A Vo p
c—h ooo oono
PPS Board E ||:||:||: [N |:||:||:||
Dec Dec. $25M Savings Oct.
2023 2024 ‘ ‘ 2025
$a01m [ g $466M
1-Year Delay

=
2025|
$100M

These attempts at cost savings and fast-tracking construction resulted in a year-long delay, less potential cost
savings than desired, and the potential risk of higher future costs due to market inflation. Cost could potentially
increase again since PPS and its general contractor are not yet at the stage of the modernization projects to
negotiate construction contract budgets, known as a guaranteed maximum price.

Source: Conceptual Schedules, Comprehensive Plans, PPS Board Meetings.

2025 Bond Modernizations Proceeded On May 20, 2025, Multnomah County voters

- . : approved a $1.8 billion bond to continue improving
with Final Designs After Year-Long school facilities at PPS. While the measure did not

Delay from Cost Reduction Studies and  gpecifically allocate amounts to individual schools or

Progress is Being Made on Technology  projects, a pre-bond staff memo from January 2025

outlined more specific improvements to be funded by

the 2025 Bond.20 The amount of funds available increased as of March 2026 due to an influx of approximately

$43 million from bond premium, as shown in Exhibit 10—and could continue to increase depending on
premiums from future bond sales, additional grants received, and other funding made available.

Thus far, PPS has spent $32 million of the 2025 bond proceeds, including $19 million on new technology
devices, $6.8 million on security software, and $5.7 million on program administration, bond issuance costs,
and external bond program management consultant services—as shown in Exhibit 10.

Since the bond passed in May 2025, PPS has spent minimal 2025 Bond funds for Cleveland, Ida B. Wells, and
Jefferson High Schools because 2017 Bond and 2020 Bond funds were used to pay for planning, early design,
and related PPS staff costs. Like Jefferson High School, PPS’ pause to cost-reduction studies on the

20 PPS Board Meeting January 7, 2025 “Staff Memo — Bond Referral — Updated Version 01.09.2025.”
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modernization projects also caused a one-year delay in the completion schedule for the Ida B. Wells High
School modernization as well. Instead of opening for the 2028-2029 school year as scheduled in the initial
comprehensive plans approved by the Board in May 2024, both the Cleveland High School and Ida B. Wells
High School projects are now expected for opening at the start of the 2029-2030 school year according to the
revised comprehensive plans approved by the Board in October and November 2025, respectively.

EXHIBIT 10. 2025 BOND COST & DELIVERY STATUS, AS OF MARCH 2026

2

( ) .
2025 Bond Status 2025 Planned Completion
Educational & Technology Improvements $242m
g
T @a Curriculum $56M Annual until 2033

Physical Education (Cesar Chavez, da
Vinci, George, Ockley Green, Metropolitan $10M
Learning Center, Winterhaven)

TBD - No schedule estimate.

e By 2029: ERP, HVAC & Energy Sustainability

Technology $176M e By 2033: Phased Annual Device Refresh,
Classroom Tech, Cybersecurity

Modernizations $1.15B

Cleveland High School 2029-30 School Year
Ida B. Wells High School all 2029-30 School Year
kS
meelllEEs included

Jefferson High School above 2029-30 School Year

Elementary & Middle Schools TBD - No estimate.

Phyiscal Facility Improvements $269M
o]
5239 Athletics (West Sylvan, Roosevelt, Grant, .
Franklin, Jackson, Marshall) $79M Phased until 2035
M Fg‘te:iislirz:%clz)mprovements & Priority Scope $190M TBD - No schedule estimate.
Administration $83.05M
Contingency $83.05M
~
$1.827B + $42.91M = $1.87B
Original Bond Bond Premium Total Available

Source: e-Builder project management system records, Bond Accountability Committee Meeting December 18, 2024, 2025 Bond measure.
Note: “Total Available” will likely increase with future bond premium and interest eamings, as well as other grants, and funding sources.
See Appendix C for a universe of projects funded by 2012, 2017, 2020, and 2025 Bonds.
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While Building an Effective Capital As part of fulfiling bond pledges to deliver capital

. improvements, each of the various bond measures
Bond Program, PPS Has Recognized requires independent audits of bond projects and

Opportunities for Improvement With expenditures. To meet this provision, PPS contracts
Most Outstanding Prior Audit with external independent firms to conduct annual bond
performance audits. The scope of the audits includes
current year activities, so recommendations can be
shared and implemented as the bond program is in progress to best affect positive change.2!

Recommendations Addressed

PPS has implemented many of these prior audit recommendations, making improvements in areas including
contract language, cost estimation, progress and accomplishment reporting, and equity to name a few. In fact,
of the 75 recommendations auditors made over the last six annual bond performance audits since 2019, only
16 audit recommendations remain to be implemented as detailed in Appendix D. This is commendable given
that about half of those outstanding recommendations were first reported in the annual bond performance audit
finalized in June 2025.

In years past, PPS more formally tracked its progress against prior recommendations through an internal audit
implementation tracker that it used to present status to the BAC on an annual or semi-annual basis. Previously,
OSM bond delivery staff and managers met together to discuss actions, progress, and recommendations that
were considered complete which were memorialized in the implementation tracker. Participants consisted of
the Senior Director of OSM, directors of construction, business manager, project managers, and
representatives from contracting, finance, curriculum, and technology as needed.

Since the most recent annual bond performance audit was issued in June 2025, the RISE Executive Director
has assumed responsibility for tracking and discussing audit recommendations status. RISE has changed
previous practices of reporting implementation statuses. It currently only discusses those recommendations
completed during the reporting period, rather than showing all outstanding recommendations in a single
centralized document provided to the Board or the BAC. Highlighting and discussing individual audit
recommendations that have been completed is good practice, although the oversight bodies should also have
visibility into the status of all outstanding audit recommendations. This practice could also be enhanced by
updating protocols to document the changed responsibilities, steps taken to discuss and address audit
recommendations, and the people involved with discussing and confirming corrective actions have been taken
prior to presentation to oversight bodies. After we communicated this recommendation to PPS, RISE
implemented a new standard operating procedure on August 17, 2026, to address these elements. To continue
enhancing transparency and accountability, the Board should employ its Office of Internal Performance Auditor
(OIPA) to periodically review PPS’ implementation of the bond performance audit recommendations as part of
its assurance function to determine if corrective controls are implemented as needed.

21 Prior annual bond performance audits found OSM employed solid project management, construction management, and delivery protocols over its bond program
through an organizational structure that aligns with best practices recommended by leading industry guidance and standards. Industry guidance includes Construction
Owners Association of America, Construction Management Association of America, National School Board Association, National Center on School Infrastructure,
National Council on School Facilities, Oregon School Facilities Management Association, Oregon School Boards Association, California School Boards Association,
California Association of Bond Oversight Committees, Project Management Institute’s Common Body of Knowledge (PMBOK), PMBOK-Construction Extension,
National Association of Construction Auditors, and National State Auditors Association.
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Finding 1: PPS

Recommendations

To strengthen practices for
reporting on success in
implementing the bond
program pledges to
taxpayers and prior audit
recommendations for
transparency, accountability,
and oversight

Finding 1: Board
Recommendation

To continue to demonstrate
accountability to taxpayers, a
commitment to continual
improvement, and achieve
the intended benefit from
audit recommendations

Clearly define what success looks like for meeting bond
pledges including definitions of project completion in terms of
open for student use, outstanding punch list items, on-budget
and schedule, or other factors considered.

Regularly measure and report on progress and completion
against the established definitions for bond success so that it
is clear to the public what the District and the Board consider
in meeting bond pledges.

Provide a complete list of outstanding bond audit
recommendations with implementation status, planned
corrective actions or actions taken, and estimated dates for
resolution to the relevant board committees and BAC on a
quarterly basis for oversight and review.

Assign the Board’s Office of Internal Performance Auditor
responsibility to periodically review implementation as part of
its assurance function to determine if corrective controls are
implemented as needed.
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Finding 2: PPS Needs to Strengthen Certain Fiscal Controls and

Practices to Correct Instances of Unallowable and Unsupported
Bond Spending and Prevent Future Occurrences

Implementing capital improvements is a challenging endeavor with continual opportunities for efficiencies and
course correction especially with large-scale capital delivery programs like PPS’ bond program. Prior annual
bond performance audits between 2014 and 2025 found PPS employed solid project management,
construction management, and delivery protocols over its bond program through its organizational structure
that generally aligned with best practices and leading industry standards.22 While these audits reported that
PPS had delivered projects largely within budget and on schedule, they also identified opportunities for
improvement, as is common in audits of large-scale capital programs.

For this audit cycle, we found additional areas and controls that PPS needs to strengthen to better align with
leading practices.z3 Our results revealed that PPS charged the bond program for approximately $193,400 in
unallowable bond project costs and nearly $1 million in unsupported payroll charges. As described below, we
identified a lack of methodological controls to evaluate the eligibility of project expenses before transfers occur
or to track and monitor staff time and effort in relation to the bond program. Further, PPS does not have
procedures in place to prioritize project improvements for funding with available contingency funds, nor has it
re-engaged services for its external construction auditor which ensured construction contractors’ costs are
supported and compliant with contracts. Additionally, we found errors with PPS reporting of budget, cost, and
schedule data for the bond program. After we discussed the audit findings with PPS, staff implemented or have
begun implementing additional controls and corrective actions.

Procedures are Not Formalized for Contmgenmeg for capital dellvery programs Iare
funds set-aside to cover uncertainties and risks

Allocating Unused Bond Contingencies  ;ssociated with the unknown costs of these long-

of Nearly $854 Million term projects. They are typically established at both

a program level and project level. Program

contingency is maintained at the macro bond level to cover global risk or economic shifts and balance budgets
across projects. Project contingency is allocated to provide a buffer that absorbs unanticipated issues such as
differing site conditions, supply delays, or design changes on individual projects. As shown in Exhibit 11, there
is a total of nearly $854 million in bond contingency—both allocated to projects and unallocated in program
contingency remaining as of May 2026. Approximately $214 million was already allocated to specific projects
while most of the remaining $640 million represented unallocated funding from the recent 2025 Bond.

22 Industry guidance includes Construction Owners Association of America, Construction Management Association of America, National School Board Association,
National Center on School Infrastructure, National Council on School Facilities, Oregon School Facilities Management Association, Oregon School Boards Association,
California School Boards Association, California Association of Bond Oversight Committees, Project Management Institute’s Common Body of Knowledge (PMBOK),
PMBOK-Construction Extension, National Association of Construction Auditors, and National State Auditors Association.

2 As a recipient of federal funds, PPS is required by 2 CFR Part 200.303 to establish and maintain effective internal controls that should comply with the most widely
recognized internal control framework from the Committee of Sponsoring Organizations of the Treadway Commission (COSO) Internal Control—Integrated Framework
or the United States Government Accountability Office’s Standard for Internal Control in the Federal Government (GAO-25-107721) known as the Green Book. COSO
is governed by representatives from major accounting and financial organizations, as is widely recognized as the industry leader for internal control frameworks fraud
deterrence, and governance. We compared PPS practices and controls against these frameworks throughout this report.
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Although both OSM and RISE have guidance for establishing the amount or percent of project contingency
based on industry thresholds, there are no specific procedures for allocating unused contingency.

EXHIBIT 11. PROGRAM CONTINGENCY & BALANCE REMAINING FOR ALL BONDS, As OF MAY 2026

Contingency Balances

2012
Bond

2017
Bond

2020
Bond

Sub-Total
2012 - 2020

2025
Bond

Total All
Bonds

Allocated to Projects $254,209 | $25,417,718 | $104,364,003 | $130,036,929 | $84,109,127 | $214,146,057
Unallocated Balance $0 $42,039 | $95,858,957 | $95,858,957 | $543,939,445 639,839,442
Total Available $254,209 | $25,460,757 | $200,222,960 | $225,937,926 | $628,047,572 | $853,985,498

Source: e-Builder Project Management System Contingency Ad Hoc Report as of May 20, 2026.
Note: The $543.9 million for the 2025 Bond represents unallocated funding for Physical Education, Physical Facility Improvements, Athletics, Seismic, and
Elementary & Middle Schools.

The previous OSM Program Management Plan contained detailed instructions on how to establish contingency
when a new project was set up. Specifically, budgets must include 15 percent for contingency on renovation
projects and 10 percent for new construction—thresholds that align with industry. The formal guidance also
required staff to move any remaining project funds upon close out to bond program contingency, which holds
unallocated bond funds until assigned to specific projects. Since contingency amounts can be substantial on
large capital projects (e.g. high school modernizations), having a formal plan to guide decisions on contingency
reallocations once a project is complete is important to ensure available funds are used on other bond-eligible
improvements.

Like OSM’s previous guidance, RISE also has formal plans that stipulate any unused funds (after final project
costs are identified) should go back to program contingency. For example, it establishes a contingency of 5
percent for construction projects greater than $200 million and 10 percent for construction projects less than
$200 million. The plan also states that funds will be allocated to complete authorized bond program projects
first, and only later fund other improvements from priority lists to meet subsequently identified needs.
Additionally, RISE plans specify “strategies” surrounding contingency thresholds as embedded in its policy
which defined standardized contingency budgets for various bond projects.

Yet, neither the new framework to manage the bond program nor the contingency strategies specify processes
or controls for how RISE will reallocate and prioritize the unused program contingency for new project
improvements in alignment with bond provisions. For instance, as highlighted in the prior annual bond
performance audit issued in June 2025, the Lincoln High School modernization project completed as part of
the 2017 Bond had nearly $17 million in unused budget. OSM intended to move those “savings” to program
contingency for reallocation and use on other 2017 Bond projects. To date, those funds remain in the project’s
contingency budget with no action to move the amount to the program contingency budget. There are also no
documented decisions on how projects or improvements will be prioritized or which improvements should be
included.

With a total balance of over $25 million in 2017 bond contingency, RISE might be able to complete more
projects if there were a methodical process in place. Without formal protocols or quantifiable prioritization
criteria to aid project managers and RISE leadership when making end-of-project contingency reallocation
decisions, millions of available bond contingency funds may not be utilized in the most effective manner to
complete project improvements.
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Projects Transfers to the Bond In addition to inherent responsibility to be accountable to the
. school community, PPS’ general obligation bond funding
Program Did Not Follow a Iy L :

_ places additional obligations to taxpayers for spending
Methodical Process and Included  fynds appropriately, judiciously, and with transparency.

$193,400 in Unallowable Costs , o o
As defined by the Oregon Constitution, general obligation

bonds approved by voters must be used for capital costs defined as “land and other assets having a useful life
of more than one year, including the costs associated with acquisitions, construction, improvement, remodeling,
furnishing, equipping, maintenance or repair.” Capital costs provide additional value and enhance asset
functionality, and do not include routine maintenance that only retain value by keeping a facility or system
operating by replacing parts or doing minor repairs allowing the asset to remain in use.2* Additionally,
accounting standards and pronouncements provide authoritative guidance to follow in determining bond
allowability. Still, individual cost components allowed can be vague and defining what constitutes a capital cost
can be challenging. Methodical processes and financial prudence are required to ensure spending aligns with
legal provisions, bond covenants, and authoritative accounting guidance.

During our review, we became aware of several general fund costs transferred to the bond program that staff
deemed eligible for bond funding. Most of the dollar value of expenditures transfers that we reviewed complied
with legal and accounting criteria related to the bond program. However, in some instances, PPS took a broad
interpretation of expenditure allowability for its bond program and transferred projects initially paid for by its
general fund that did not always meet those bond capital requirements.2> Furthermore, we did not conduct an
exhaustive search of financial records to determine whether there could be additional transfers that we were
not aware of, or other expenditures charged to the bond that were not compensable. Our conclusions are based
solely on the known transfers we tested.

In terms of known transfers between July 2025 and November 2025, PPS made three transfers of general fund
costs (consisting of multiple individual expenditures) to the bond program totaling $1.6 million that it deemed
bond compensable—most expenditures we agree were allowable. For instance, the approximate $1 million of
projects and expenditures in the first transfer met PPS’ $25,000 capitalizable asset threshold and were for
capital facility infrastructure improvements related to the bond with typical capital expenses for design,
construction, permits, and hazardous materials abatement. Yet for another smaller transfer, we found multiple
costs that did not meet the capital asset threshold, did not align with the bond category charged, and/or were

2 Application of accounting requires interpretation of authoritative generally accepted accounting principles (GAAP) established through Governmental Accounting
Standards Board (GASB) Statements, GASB Interpretations (through GASB Technical Bulletins and GASB Implementation Guides), and American Institute of Certified
Public Accountants (AIPCA) literature cleared by GASB—in addition to nonauthoritative accounting literature in GASB Concepts Statements, pronouncements of the
Financial Accounting Standards Board (FASB), Accounting Standards Board, International Accounting Standards Board, and the AICPA Audit and Accounting Manual
Nonauthoritative Practice Aid.

25 To determine allowability for the bond program, we assessed each expenditure against bond ballot language, the Oregon Constitution Article XI, Sections 11L and
Oregon Revised Statues 328.205, Oregon Department of Administrative Servies rules, Oregon Administrative Rule 150-294-0420, the $25,000 capitalizable threshold
set forth in PPS’ Bond Counsel's Guidance Sheet for Capital Improvements-Bond Authorized, the $25,000 capitalization threshold in PPS’ Annual Comprehensive
Financial Reports (ACFR) Summary of Significant Accounting Policies Note G, and accounting authoritative guidance including GAAP (generally accepted accounting
principles) established through Governmental Accounting Standards Board (GASB) Statements, GASB Interpretations (through GASB Technical Bulletins and GASB
Implementation Guides), and AICPA literature and cleared by GASB—in addition to nonauthoritative accounting literature in GASB Concepts Statements,
pronouncements of the Financial Accounting Standards Board (FASB), Accounting Standards Board, and the International Accounting Standards Board. This included
detailed reviews of GASB 34 and 51, and GASB Accounting Codification Section 1400 Reporting Capital Assets.
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for routine maintenance and repair activities rather than additional value or useful life totaling approximately
$193,400 as shown in Exhibit 12.26

EXHIBIT 12. UNALLOWABLE GENERAL FUND TRANSFERS TO BOND FUND DID NOT MEET CAPITAL ASSET CRITERIA, WERE
FOR MAINTENANCE RATHER THAN CAPITAL PURPOSES, AND/OR DID NOT ALIGN WITH BOND CATEGORY CHARGED

Transferred Expenditure

Date Expense | Date Expense  Expenditure Amount

Paid Transferred (Rounded)
Unallowable Charged to 2020 Bond Infrastructure Categories
(Expenditures must relate to accessibility, mechanical (HVAC), roof, security, and seismic)
Vehicle lift gate 07/31/2024 09/19/2025 $10,300
Forest Park replace playground wood fiber material 08/13/2024 09/19/2025 $1,700
Manlift equipment rental 10/10/2024 09/19/2025 $14,000
Lawn mower equipment 10/23/2024 09/19/2025 $4,700
Landscaping tractor 10/23/2024 09/19/2025 $31,000
Grout School masonry caulking, coating, & pressure washing 10/31/2024 09/19/2025 $11,300
Equipment sheet metal shear to cut material 03/17/2025 09/19/2025 $28,800
Grout School pedestrian walkway coating 03/20/2025 09/19/2025 $4,500
Rental of grapple basket equipment 03/31/2025 09/19/2025 $2,600
Equipment for safe removal of propone from motor tanks 04/16/2025 09/19/2025 $9,400
Alameda playground wood border replacement 05/09/2025 09/19/2025 $18,500
Privacy furniture booths for headquarters 06/06/2025 09/19/2025 $25,000
Sacajawea catch basin drainage repair 06/30/2025 09/19/2025 $5,800
Equipment to record fuel transactions 06/30/2025 09/19/2025 $1,300
Part of data export of fuel mast equipment 06/30/2025 09/19/2025 $1,600
Part of data conversion for fuel mast equipment 06/30/2025 09/19/2025 $2,400
Wells chain link fence around baseball bleachers 06/30/2025 09/19/2025 $20,500
Total Unallowable ~ $193,400

Source: Bond measures, general fund transfer journal entries, expenditure supporting invoices, and e-Builder project scope documents and activities.

Note: (1) Capital projects include construction of major school facilities and major renovations. Examples include large building purchases or extensive
modernizations, improvements, enhancements, or replacement such as HVAC, updated electrical or plumbing, new roof, upgrading building security system, and
replacing stairs or walkways to meet ADA standards, (2) Minor Repair include activities that fix a problem but do not significantly extend the useful life of an asset,

and (3) Maintenance includes recurring activities necessary to maintain the operation, functionality, appearance, or safety of a piece of equipment, building, or
structure. Examples include fixing a leaky pipe, patching a wall, replacing a floor section or ceiling titles, resetting exterior walkways, or brick mortar patching.

Specifically, while voters approved 2020 Bond infrastructure projects related to accessibility, roof, mechanical,
safety, and seismic improvements, we found unallowable expenditures charged to the 2020 Bond.
Expenditures related to furniture at PPS headquarters, lawn mowers and tractors, and maintenance to caulk

%RISE asserts that the capitalization threshold remained at $5,000 during our audit period with bond accountants tracking and reporting internal control documentation
at the $5,000 level. However, audited annual comprehensive financial reports establish the capital asset threshold for PPS at $25,000 for buildings and site
improvements and $5,000 for equipment and vehicles—however, costs still have to be bond allowable.

STOBERG *EVASHENK Page |27



and pressure-wash masonry and refill wood fiber for a school playground. These costs did not align with the
2020 Bond infrastructure categories charged. Other expenditures related to maintenance or minor repair
activity, such as walkway coating and masonry caulking, did not meet the definition of a capital improvement
per bond or accounting provisions—or documentation available did not sufficiently describe how the
expenditure related to an allowable bond category.

Additionally, there were several expenses charged to 2017 Bond health and safety categories for repairs to
drains, installation of stairs, bird netting over a playground, and new cafeteria tables and benches. Although
PPS’ Bond Counsel stated PPS is legally permitted to use bond proceeds under the 2017 Bond for any capital
cost with a useful life of more than one year, PPS may be at risk of not meeting voter expectations as the bond
measure highlighted different types of projects related to areas such as accessibility, security, asbestos, and
roof/seismic among other improvements.

While activities to maintain or repair facilities are needed, they retain value rather

than add value. Activities and projects that keep a facility operating without Bond funds are legally
increasing asset value or operating life, such as minor repairs, maintenance, and earmarked for capital
replacement of components are not capital projects and cannot be financed with ~ Projects only and cannot
bond proceeds. The unallowable expenditures we found may not be significant be used to address

to the overall bond program, but there is risk that there may be other ~ General Fund deficits.
inappropriate charges that were not tested.

Rather than applying a methodical approach to identify and prioritize eligible bond projects before spending or
transferring bond funds, these transfers were driven by leadership or the Finance Department related to general
fund deficits and not by the bond project managers before costs were expended. Although PPS faces difficult
operational decisions to address its general fund issues, the bond funds are legally earmarked for capital
projects only and cannot be used to address the general fund deficits.

Before 2026, OSM used an internal Bond Compensability Committee as a structured practice to discuss and
evaluate the allowability for certain proposed bond expenditures.?” Comprised of internal district staff from
OSM, finance, purchasing and contracting, information technology, and curriculum, participants asked detailed
questions, vetted proposed costs against accounting criteria, and documented detailed notes supporting
resulting determination of compensability or non-compensable. While the first general fund transfer went
through the Bond Compensability Committee, PPS did not vet the subsequent transfers through the
committee—and we found unallowed costs.

2 In addition to employing stronger expenditure controls related to allowability to
Other school districts  comply with bond provisions, PPS could enhance its transparency on how it
p:epare arr:nual Er 4 spends bond funds more in line with other districts reviewed that provide annual
regUar ro P reports on expenditures. For instance, San Francisco Public Schools publishes
expenditures to terly bond f il " . dit di tments f
enhance transparency quarterly bond financial reports summarizing expenditures and investments for
of spending. the preceding fiscal year in addition to providing detailed expenditures for certain
projects. Likewise, Dallas Independent School District provides a list of line-item

2 The last Bond Compensability Committee meeting was held on November 18, 2025.
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expenditures showing bills and claims or every payee with description of cost and amount. Other districts that
publish detailed expenditure reports include Compton Unified School District and the more than one-thousand
California school districts that are required by law to have specific external financial audits of their bond funds
reviewing the allowability of expenditures for each measure or bond issuance, among other areas. Other
schools—such as Chicago Public Schools and Beaverton School District—have online portals where the public
can drill down into expenditures by school and by category or transparently report on budget transfers through
its bond financial reports showing dates, funds involved, projects and description, and transferred amounts.

Certain Payroll Costs Overall, PPS staff payroll costs charged to the bond mostly related to
Charged to Bond Were posnpns supporting project managgment of caplltal improvements
including OSM staff and others overseeing technology improvements and
Unsupported curriculum asset purchases. Yet, when we asked who determines if a
position is eligible for bond funding, we received conflicting information on whether staff in Human Resources,
Finance, OSM, Information Technology, or the former Facilities Asset Management department (FAM)
determined the position’s funding source. There are no formal protocols for identifying which PPS personnel
the bond funds should pay for or ensuring work performed related to allowable bond activities that we were
provided.

Thus, the informal and unclear practices for determining the allowability of charging staff time in compliance
with bond provisions resulted in unsupported costs related to the percentage of time spent by certain staff on
bond activities described as follows. Without supporting time and effort documentation, PPS cannot
demonstrate that the labor costs charged directly to the bond program accurately reflect actual work performed.
After we discussed preliminary findings with PPS, management stated that RISE implemented a process to
certify time and effort that will request managers to certify the time partial-funded staff worked and the project
assigned.

According to RISE, there were no partial-time staff charged for the bond programs. However, in our review of
payroll records, we identified several-partially funded employees without protocols validating the percent of
time charged to the bond (as we found in the prior annual bond performance audit issued in June 2025) or
whether they performed any related bond tasks or activities as shown in Exhibit 13.28 Those running the bond
program may not be aware of the partially charged employees.

EXHIBIT 13. PPS STAFF POSITIONS PARTIALLY CHARGED TO BOND FUND WITHOUT TIME & EFFORT REPORTING

Staff Position Charged to Bond gﬁ;:;:; 0y Zggﬁloihuar:gzc:), 2026
1| Senior Director, RISE (prior FAM Management in payroll documents) 50-100% A $177,900
2 | Senior Project Manager, Information Technology 80% $309,000
3 | Project Manager, RISE (prior FAM Management in payroll documents) 50% $40,800
4 | Project Manager, RISE (prior FAM Management in payroll documents) 75% $58,000
5 | Project Manager, RISE (prior FAM Management in payroll documents) 50% $42,500

28 Costs include, but are not limited to, miscellaneous school staff for teachers moving classrooms impacted by bond projects, translation services for bond program
and project communications, and security services related to bond project open houses.
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Percent Total Charged
Charged  July 2024 to June 30, 2026

Staff Position Charged to Bond

6 | Senior Program Manager, RISE (prior FAM Management in payroll documents) 25% $14,600
7 | Vice Principal of Modernization, Cleveland High School 50% B $68,700
8 | Vice Principal of Modernization, Ida B. Wells High School 50% B $56,800
9 | Vice Principal of Modernization, Jefferson High School 50-100% $245,200

Total Unsupported Payroll Charges $998,900

Source: Peoplesoft labor distribution reports for Fiscal Year (FY) 24, FY25, and FY26. Amounts rounded.

Note: A During our audit, we also became aware that, between November 2023 and June 2024, the employee was charged 100 percent to the bond program at a
total cost of $135,000 although audit evidence shows they were only assigned to two smaller bond infrastructure projects. Then, from July 2025 through January
2026, no time was charged to the bond program. Beginning in February 2026, the employee is charged 50 percent to the bond program.

Note: B According to PPS, these positions are 100 percent funded by the bond, just filled with a 0.5 full-time equivalent employee.

As detailed in Exhibit 13, three RISE project managers, one senior program manager, one senior project
manager, and a senior director all charge a portion of their time and salary to the bond program. These
individuals also spend part of their time managing or overseeing non-bond funded capital projects—although
we cannot determine if their partial salary allocations are accurate because there was no underlying time and
effort documentation.

Additionally, there are currently no records to confirm that 50 percent (or more) of
the three high school Vice Principals of Modernization’s time is spent on bond-
4 related activities. Without documentation of each employee’s time and effort
cannot verify if payroll R .
charges to the bond usage, we cannot determine if their salary allocations accurately reflect actual work
program are supported. performed and charged to the bond program.

Without some type of
time tracking, we

This reveals a gap in controls which increases the risk of improper expenditures of
bond funds—especially since there is confusion surrounding who is responsible for determining the funding
source of staff positions.2® Because PPS’ capital program has higher levels of scrutiny and is funded by
revenues restricted to capital bond purposes, stronger timesheet practices or effort reporting would strengthen
controls and provide assurance that staff expenditures are appropriate.

When we made an audit recommendation in the prior annual bond performance audit report issued in 2025 to
require timesheets like other school districts utilize for bond funded projects, OSM did not concur with the
recommendation at that time. However, OSM agreed that regular time studies with documentation for those
staff spending partial time on bond-compensable work would increase confidence that bond funds are being
used effectively. Although implementation of a new protocol was not in progress as of August 2026, PPS
informed us that it recently put these protocols in place.

2 Controls and risks from COSO Internal Control—Integrated Framework, United States Government Accountability Office’s Standard for Internal Control in the
Federal Government, and the AICPA Accounting and Audit Manual Nonauthoritative Practice Aid.
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Using detailed timesheets to validate staff time and efforts spent on bond

programs was a practice employed by other entities we reviewed. For OSM agreed that regular

instance, Los Angeles Unified School District employees who charge their time studies, like other

time to bond programs must justify that activities performed were in support school districts that use

of bond funded projects. This was done either through a time tracking system ~ detailed timesheets for bond

to capture activities by project, other types of supported documentation for aCt'.V itles, wouldiEE

time and effort or a semi-annual certification. In another instance, the West confidenceliey bo.n d U
- - . ’ are used effectively.

Contra Costa Unified School District also requires bond staff to complete

timesheets showing percentage of time spent on bond activities. Moreover, the State of Minnesota has a policy

where the use of general obligation capital bonds to fund staff costs requires staff to track time by each project

daily. The public agency must certify that time is properly capitalizable as a valid cost of the project in

accordance with accounting principles.30

Although PPS has Protocols to ~ When school districts issue tax-exempt bonds, they must
Regularly Monitor Bond Cash adhere to federal regglaﬂons on the mvest_ment of bond

procedures through arbitrage rules. These arbitrage rules are
Flow, Process Broke Down designed to keep entities from issuing more bonds than
During Fiscal Staff Turnover needed for capital investments. This mitigates taking unfair
Causing a $1.2 Million Payment advantage of higher-earning investment opportunities by

requiring the return of any “excess revenue” made on investing
to the Federal Government school bonds to the federal government if bond proceeds are
not spent timely.3" Although OSM and the Finance Department had protocols to monitor cash flow and
spending, these controls broke down and resulted in a $1.2 million payment to the federal government in June
2025 that could have been spent on bond project improvements. Staff turnover caused this one-time lapse
when PPS did not monitor or spend the required 85 percent of a particular bond issue within three years as
required to meet federal tax-exempt bond requirements.32

Since that time, OSM and RISE have reestablished controls to monitor spending and cash flow monthly and
meet with the Finance Department at least quarterly to inform investment, bond issuance, and cash decisions
at a bond fund level. PPS has also continued its use of an external arbitrage compliance specialist to calculate
potential liabilities at least every five years, which is the minimum required by regulation. While RISE is
responsible for the capital implementation side of the bond program, the Finance Department is ultimately
responsible for tracking bond issuances against spending requirements and should monitor and own this
control process given the expertise needed to interpret and comply with complex federal requirements. In fact,
leading practices recommend assigning responsibility to a specific “bond compliance officer” individual to
design and execute a comprehensive post-issuance compliance program with procedures for monitoring and

30 According to the Portland Public Schools Annual Comprehensive Financial Report, Finding 2025-004, Schedule of Findings and Questioned Costs, for the Year
Ended June 30, 2025, auditors reported a significant deficiency related to a lack of adequate controls over payroll because missing documentation for staff time and
effort reporting could allow unallowable costs to be charged to District grants. Although this finding was related to a federal program, the same concept and reasoning
apply to restricted general obligation bond use. Without some type of documentation or certification of the activity staff charge to the bond, PPS cannot ensure payroll
costs are appropriate and benefit the bond.

3 Federal Internal Revenue Service rules provide that “arbitrage must be rebated based on the difference between the amount eamed on investment and the amount
that would have been earned if those investments had a yield equal to the yield on the issue.

32 |n addition to internal control processes, PPS uses a well-known industry firm serving public sector entities including K-12 schools to provide financial advisory
services in many areas including municipal bonds.
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ensuring compliance with the legal and financial aspects of bond issuances.3? For instance, at Albuquerque
Public Schools, the chief financial officer is identified and designated as the district’s compliance officer.

Prior Control Using In 2017, OSM a strong control when it implemented an industry
leading practice to use an external construction auditor for conducting
i ] in-depth verifications of contractor costs and compliance with

Audits Is Not Yet in Place  ingividual contract terms for the bond modernization projects. This
effort included reviewing construction contractor accounting records and underlying cost support for general
contractor labor, materials, subcontractors, rental equipment, and direct costs. Additional review of construction
general conditions and use of project contingencies and allowances gave assurance that construction
expenditures were supported, appropriate, and compliant with contract provisions.3?

External Construction

These audits highlighted recurring contract compliance issues related to contractor overcharges for items such
as labor and associated rates, rental equipment, insurance, subcontractors, and fees. Over the years, the
construction auditor’s efforts found more expenditures that PPS could recover from its bond project contractors
than the cost of the audit services. Specifically, as of the end of December 2025, OSM paid the construction
auditor a total of approximately $500,000 over an eight-year period compared with the nearly $2.9 million in
potential recoveries identified by the auditor as shown in Exhibit 14—a control worth its price if those recoveries
are actualized.’® On average, construction audits can identify between 0.25 percent and 3 percent of project
costs in savings. Irrespective of realized cost savings, the audit serves as a control to verify contract
expenditures funded with bond money and a deterrent against contractor non-compliance.

EXHIBIT 14. USING CONSTRUCTION AUDITOR RESULTS CAN RESULT IN COST SAVINGS FOR THE BOND PROGRAM

Unsupported and
Final Report Date Project Audited Questionable Costs to
Recover (Rounded)

2019 Franklin High School $10,100
2020 Roosevelt High School $1,108,500
2020 Lincoln High School $343,800
2021 Grant High School $386,900
2022 McDaniel High School $922,100
2023 Benson High School $80,000
Total Audit Overcharges Found to Date $2,851,400
Amounts Paid to Auditor Through December 31, 2025 ($499,000)
Net Savings Benefit of Construction Auditor Cost $2,352,400

Source: e-Builder, construction auditor contracts, and construction audit reports.
Note: The Benson High School report was only an interim report, as final cost recovery is part of ongoing litigation efforts.

% Government Finance Officers Association Materials Library, Post-Issuance Policies and Procedures for debt management.

% Controls and leading practices for contract compliance and contractor oversight from NACA guidance, COSO Internal Control—Integrated Framework, United States
Govemment Accountability Office’s Standard for Internal Control in the Federal Government, and AICPA Accounting and Audit Manual Nonauthoritative Practice Aid.
3% General conditions during construction are the contractor general costs to manage the project such as project executives, superintendents, project managers, and
other field office staff as well as site set up and support; general requirements are the non-management indirect costs specific to a project such as equipment, permits,
fences, utilities, and such.

% We did not research or validate how much of these identified costs were ultimately recovered by PPS, negotiated for a different amount, or ultimately supported by
the general contractors locating additional documentation.
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Other school districts and public entities conduct construction audits of their capital delivery programs. At least
one urban school district, Seattle Public Schools, also makes these types of construction reports publicly
available on its website. These independent audit reports are important documents to provide to the Board,
BAC, and related board committees for additional insight as part of overseeing the bond program. Recognizing
the value of the external construction audit as a control over bond spending, the prior annual bond performance
audit issued in June 2025, recommended expanding the construction auditor’s scope during construction cost
negotiations to review contractors proposed guaranteed maximum price (GMP) and underlying documents to
support proposed construction costs.

The RISE Executive Director informed the Board that PPS would involve the construction auditor at the 30
percent design stage for the upcoming three school modernizations before PPS starts negotiating the GMP.
However, PPS has not yet solicited these audit services and there is no contract in place for an external
construction auditor as of June 2026. With three modernization projects at the 50 percent construction
document (CD) stage as of June 2026, it is critical that PPS bring on a construction contractor immediately
before negotiations for the GMP amendment start during this CD stage—or are finalized—to identify and realize
potential savings for the bond program.3” According to RISE, they are in process of reviewing what tasks and
activities the construction audit provides against the tasks and responsibiliies of the bond program
management consultant to avoid duplications. As PPS conducts its comparison, it should consider the added
value of having an independent auditor looking at contract compliance and the level of testing and validation
done by independent construction auditors who review the private general contractors’ fiscal records, payroll,
invoices, benefit policies, insurance policies, subcontractor agreements, and other supporting documentation
for accuracy and compliance.

Providing regular bond updates to oversight bodies is a critical
- component in ensuring accountability and transparency over
and Bond Accountability taxpayer investments. With over $4 billion across four PPS bond
Committee Was Not Accurate  measures at stake, the Board and BAC must be able to rely on
accurate information to perform required oversight and make
informed bond-related decisions. While PPS’ new RISE department continued past practice of presenting
frequent bond status updates to the BAC and now to the Board as well, the reports contained incorrect status
and cost information.

Status Reporting to Board

For instance, presentations for the 2012 Bond in January and February 2026 showed $695 million was spent
and 10 of 33 projects were “lingering in construction or post-construction and required wrapping up.” Yet, RISE
did not correctly capture completion status, overstating the number of active projects and the total amount
spent as shown in Exhibit 15 and Exhibit 16.38 There are only three 2012 Bond projects that are active—all of
which are new projects funded by remaining bond contingency funds.

3 Construction documents (CD) are the detailed set of construction drawings and specifications that translate architect's design concepts into a tangible plan to guide
the construction process from start to finish related to structural components, mechanical systems, electrical layouts and plumbing installations.

% February 10, 2026, Board Meeting: https://youtu.be/s2BtyvEqG-0?list=TLPQMTcwNDIwMjYU1AFKseYgNQ&t=10800
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EXHIBIT 15. EXAMPLE OF INACCURATE BOND STATUS REPORTING TO THE BOARD, FEBRUARY 10, 2026

2012 Bond Program Project Status

Total Projects Pre-Planning

Pre-Planning

Incorrect to report that 10 projects
were active, when there were only
three projects in progress—three new
improvements funded by extra bond
funds available through bond proceeds
and interest.

Post-Construction

NOTE: source data: Ebuilder
reports by bond measure,
sorted by project status

Source: Board of Education Meeting Packet, February 10, 2026

Additionally, at the January 28, 2026, BAC meeting, RISE presented inaccurate cost data for the Franklin High
School modernization project, when it reported improvement costs of $225.3 million for the project when PPS
only spent $112.3 million as shown in Exhibit 16.3° This error resulted in RISE inaccurately informing the BAC
that the 2012 Bond would cost nearly $695 million when all projects are completed, although the correct amount
was $579 million—or $116 million less than reported.

EXHIBIT 16. EXAMPLE OF INACCURATE COST REPORTING TO THE BOND ACCOUNTABILITY COMMITTEE, JANUARY 28, 2026

(] L] I I I
2012 Program Financial Status 12/31/2025 ., High School costs $112M
not $225M as reported to the BAC.
[BubGET FUNDING
fctuals To Date  |Additional
Bond + Non- Encumbered

2012 PROGRAM Original Budget Current Budget leond Funds Other Funds Bond) (Bond)
l?ranl:lin HS Mod 81,585,655 225,264,473 110,950,414 114,314,060 225,264,473
Grant HS Mod 88,336,829 158,520,962 155,300,188 3,220,774 S BP0, PO
Rooseveit HS Mod 68,418,605 101,631,162 57,128,043 4,503,119 101,631,162 101,631,162
Faubion Replace 27,035,537 50,028,171 30,653,663 19,374,508 50,028,171.27 50,028,171
Grant Upper Field 3,170,988 3,170,988 - 3,170,988 3,170,988
RHS Phase IV - 6,157,969 6,153,741 4,228 6,157,969 . 6,157,969
Other Projects 123,441,923 118,276,503 112,710,428 5,566,075 118,273,603 0.00 118,276,503 -
Grant & Franklin add ons {Active) - 224,140 204,140 20,000 2,483 77,262 224,140 -

2012 Project Subtotals B
Agministration T 68,117,563 | 31,487,500 | 31,284,018 | 203,482 | 31,487,500 | T 31,487,500 | -
Contingency | 25,063,798 | 276,627 | 276,627 | 3| -1 - - (276,627

2012 Program Subtotals (276,627)
Totals T 482,000,000 695,038,494 | 547,832,249 147,206,246 | 694,537,311 | 77,262 | 694,761,868 | (276,627)|

Source: Bond Accountability Meeting Packet, January 28, 2026.
Note: The “Other Projects” line item includes $45 million debt repayment outlined in the 2012 Bond.

While we have noted similar inconsistencies in prior OSM bond status reports as well, past errors were primarily
due to the time when data was pulled versus reported. This year's status reporting had greater errors
synthesizing data for the presentation. Particularly as it relates to the 2012 Bond, PPS had completed all
originally pledged projects with schools opened to students as reported in prior annual bond performance audits
issued between 2014 and 2019. Projects that had not yet been administratively “closed out” in the

% The $225.3 million cost for Franklin High School was corrected to $111 million at the April 29, 2026 BAC Meeting. In total, PPS spent $579 million to complete
2012 bond projects including $28.7 million from grants, donations, and general fund contributions as shown in Exhibit 6.
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e-Builder system appeared “active,” but understanding the details behind the summary data before publicly
reporting information would have shown those projects were complete.

Before presenting information to oversight bodies, RISE leadership should ensure data is accurate based on
full knowledge and understanding of what has been accomplished and what is in progress for the bond
program.40 When we discussed these discrepancies with RISE, we were informed that efforts are currently in
progress to close out completed projects in the bond management system and should be completed soon.
Nonetheless, since the public presentations contained errors, RISE should clarify the inaccuracies in future
presentations to minimize further confusion.

40 Controls and leading practices for accuracy and reliability of data from NACA, COSO Internal Control—Integrated Framework, United States Government
Accountability Office’s Standard for Internal Control in the Federal Government, and the AICPA & Chartered Institute of Management Accountants (CIMA)’s Accounting
and Audit Manual Nonauthoritative Practice Aid.
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5.
Finding 2: PPS
Recommendations
To continue to demonstrate
accountability to taxpayers,
a commitment to continual
improvement, and achieve
the intended benefit from
audit recommendations
6.
7.
8.
9.
10.

Develop, document, and follow a methodical, transparent
process for identifying, prioritizing, and vetting eligibility and
appropriateness of expenditures and related bond
infrastructure projects for capital improvements that could be
funded by additional bond premiums or excess contingency
funds as they become available and once bond pledged
projects are completed. The process and procedures should
align with accounting guidance and bond measures, in addition
to address reallocations of contingency funds, include
assumptions and factors used to arrive at priority
recommendations, and ensure there is a clear and defendable
protocol for selecting certain improvement projects over others
prior to project start.

Prepare journal entries to correctly charge the approximate
$193,400 of unallowable bond expenditures that auditors
identified back to the general fund replenishing the bond
program for those funds for use on eligible bond projects only.

Use PPS’ existing bond spending reporting tools to prepare a
more detailed annual public bond expenditure report itemizing
the types and amounts of expenses and project improvements
paid by bond funds (including, but not limited to, administrative
costs, debt service, and infrastructure categories), and where
the facility improvements were located (headquarters versus
specific school) to aid in transparency. Provide the report to the
relevant board committees and BAC, as well as make the
report available on the PPS website.

Assign authority to a designated individual(s) and formalize a
process, protocols, and/or steps to be taken before approval of
funding one-time, partial, or full-time bond staff positions and
related salaries and benefits, that includes an annual review
and documented support for planned staff charges to the bond
to ensure actual work performed aligns with the planned
funding percentage (or needs to be modified).

Implement newly established process for staff salaries and
benefits paid by the bond program to be supported by signed
certifications attesting to time spent on bond program.

ldentify a position within the Finance Department to be
responsible for performing and monitoring bond fiscal
compliance including developing and executing a
comprehensive post-issuance compliance program with
procedures for monitoring compliance with the legal and
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11.

financial aspects of bond issuance. Compliance would include
requiring the Finance Department to conduct more active fund
management by using its own cash flow tracker by fund and
bond issuance to monitor proceeds, tracking that actual yields
are not more than the bond yields, and working with RISE when
necessary to troubleshoot issues if spend rates are not
materializing as expected and required.

Expedite the hiring of an external construction auditor to
conduct audits reviewing accounting and payroll records of the
general contractors on the Cleveland, Ida B. Wells, and
Jefferson High School modernization projects for identifying
cost savings related to labor burden rates during guaranteed
maximum price contract negotiations and throughout the
project lifecycle—and ensure this level of general contractor
testing and contract compliance is conducted and
documented.

SJOBERG " EVASHENK

Page |37



Bond Delivery Structure & Staffing




Finding 3: PPS Outsourced Bond Program Management Functions
and Changed Delivery Approach, but Did Not Establish a Business

Case for the Change and Needs to Strengthen Oversight Control
for the Newly Outsourced Operations

Over the past 13 years, PPS established a solid system and experienced staffing structure to implement the
bond program and related capital projects that provided assurance to the Board that it fulfilled voter mandates.
This included plans for managing the bond program, project-centric project managers and staffing,
responsibility matrices, and standard operating procedures with controls to manage project cost, schedule, and
scope in alignment with industry practices and standards.*! While prior annual bond performance audits
recommended improvements to bond processes over the years, the structure and system of controls allowed
OSM to deliver on bond pledges as discussed in Finding 1 of this report.

Given the complexities and intricacies of managing large-scale capital projects, project teams are consumed
with hundreds of tasks associated with planning, design, and construction making it challenging to focus on
overall bond program tasks. With a large bond program like PPS, employing bond program management
services as part of its new delivery approach makes sense. These services help with the overall administration
of a bond portfolio overseeing master scheduling, budgets, and standard protocols across all projects. Other
responsibilities include stakeholder engagement, oversight reporting, and equity compliance to name a few.

As it has employed in the past, PPS’ recent contracting with
o o an external firm for bond program management services is a
Retaining Responsibility, and common practice in industry.42 In part, effective outsourcing
Responsibly Involves Expertise requires an organization to retain full responsibility for the
function—in this case, capital bond program management.
Governments can outsource functions, but not responsibility for public resources and accountability to the
public. This requires retaining sufficient capital expertise at the executive leadership level to monitor consultant
performance and employ different internal controls than would be expected if functions remained in-house.

Outsourcing Functions Requires

In 2025, PPS’ former Chief Operating Officer and Senior Director of OSM resigned, leaving PPS without
executive level capital expertise and leadership over the bond program.43 Districts like PPS with a $4 billion
bond program need in-house capital expertise at the owner level for decision-making to protect PPS and
taxpayers of the bond program. Between December 2025 and January 2026, PPS leadership made significant
changes to its bond program delivery approach, terminating many of OSM’s capital project delivery staff, and
reorganizing the bond program through an outsourcing strategy and revised reporting structure. Through June
2026, evidence shows that this has resulted in additional cost for contracted services, loss of historic knowledge

41 A control framework is a documented set of structured guidelines, procedures, principles, and protocols designed to maintain an effective internal control system to
manage risk including fraud, ensure reliability of financial data, and promote compliance with laws and binding agreements such as the most widely recognized internal
control framework from the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

42 Construction Owners Association of America, Construction Management Association of America, and SEC proprietary resource library.
43 The former Chief Operating Officer resigned in June 2025. The former Senior Director of OSM resigned in early September 2025.
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and long-term project delivery capacity, and gaps in the ability to provide contractor oversight at the owner
level .44

According to PPS, leadership conducted many meetings, bond planning, and other checks before changing its
strategy.#® Yet, by disassembling its in-house bond delivery infrastructure built over the last decade and without
capital project experience at the leadership level, PPS is now heavily reliant upon an external consultant—who
also oversees several PPS employees in RISE, makes staffing recommendations, and authorizes contracts—
including conflicting activities, allowed by PPS’ contract, posing additional risk as discussed in Finding 4. PPS’
new approach and reliance on the external consultant, combined with the loss of in-house expertise, is likely
to result in vendor lock-in. This is a situation in which an agency becomes over-reliant on an external service
provider, and it may become difficult or expensive to transition the services back in-house or to switch service
providers. While PPS’ efforts to find ways to do things differently and not conduct business as usual for the
bond program is reasonable, its approach was missing the needed controls to manage risks to the bond
program and consequences of those actions.6 After we discussed this issue with PPS, they posted a job
opening for an Executive Director position over Capital and Planning to whom the outsourced bond program
manager will report.

PPS Used External Bond Bond program management is not a new concept for PPS as the former
OSM contracted with external consultants for bond program
Program Management management assistance from an external firm for eight years between
Services in Past to 2012 and 2020 in some capacity. Past services included areas such as
Assist Staff program management, bond scheduling and budgeting, cost estimating
and cash flow analysis, project prioritization, bond communication and
community engagement, and bond reporting at board and BAC meetings. The prior external consultant did not
oversee or direct PPS staff on the bond program but rather supported and reported to the Senior Director of
OSM for overall program management or to a PPS project manager for individual project delivery tasks. After
2020, the former Chief Operating Officer position and the former OSM Senior Director position brought these
tasks back in-house and shared program management tasks and other coordination activities amongst the two
positions.

Yet, with a growing portfolio, OSM management and staff indicated that it needed additional staff capacity to
help manage the bond and fill vacancies in financial support positions for an e-builder administrator, invoicing
specialist, and a general bond business operations analyst. The prior annual bond performance audit
recommended a program/project management office function to help OSM coordinate responsibilities for areas
related to technology, curriculum, and CBSE outside OSM authority in addition to relieving administrative
burden allowing OSM to focus on implementing bond projects. In October 2024, OSM advertised an RFP for
bond management services from an external firm to function as an essential advisor to OSM supporting the
management and execution of bond projects. Ultimately, OSM cancelled the RFP in November 2024 based on

4 Once PPS fills the advertised Executive Director over Capital and Planning position, the individual will have the ability to oversee the consultant.

45 PPS provided an invite for a September 2025 OSM meeting, an agenda for an OSM listening session and RFP feedback on October 1, 2025, and a listing of bond
planning meetings between July 2025 and February 2026 (although no agendas or minutes were provided for them).

46 Controls and risks related to contracting based on COSO Internal Control—Integrated Framework, United States Government Accountability Office’s Standard for
Internal Control in the Federal Government, and the AICPA Accounting and Audit Manual Nonauthoritative Practice Aid in addition to PPS Contracting Rules based
on Oregon Revised Statutes, and Principles and Practices of Public Procurement from The Institute for Public Procurement in addition to SEC proprietary resource
library and audits conducted.
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a desire for proposals to focus on project team experience rather than overall firm experience and to change
the process to add an interview portion. OSM never re-advertised that solicitation, until PPS advertised a new
procurement for bond program management services in fall 2025 which helped fill some of the vacant positions.

Prior Delivery Method and ~ Since 2012, auditors reported that OSM had built and employed a
solid structure to deliver the bond program. This approach relied on a
] multitude of controls to ensure projects stayed on schedule, scope,
Implementing Bond and budget. Staffing utilized external consultants, formal policies,
Projects as Pledged procedures, automated project management systems, and thorough
financial accounting for tracking and reporting bond expenditures.
Prior annual bond performance audits found that project management practices, contracting, and fiscal controls
generally aligned with industry—although we have identified problems and made recommendations over the
past six years to improve PPS’ approach to managing bond-funded projects.

Controls were Effective

These audits found that staff procured services from consultants and contractors in compliance with policy and
statutes, employed cost management controls over invoicing and contract change orders, and tracked
expenditures and transaction approvals. This overarching control framework allowed OSM to deliver the bond
program and projects as pledged to the voters. As reported in Finding 1 of this report, OSM modernized schools,
updated curriculum and technology in the classrooms. Management and staff improved the water quality,
mechanical systems, seismic retrofits, roofs, security, and accessibility at district schools. All generally within
schedule and revised budgets, except for Jefferson High School and CBSE.

Prior Approach Aligned with Industry and Provided Effective Project Delivery

OSM's structure for delivering the bond relied on a common hybrid structure used in industry comprised of
permanent OSM employees, external consultants, curriculum and technology employees, and employees from
PPS Finance, Communications, and

Purchasing and Contracting departments. OPERA%H'(EFOFFICER

On most project teams, OSM relied on a mix
of in-house project managers and external
construction managers for implementation SENIOR DIRECTOR
and completion of bond projects.

Initially, OSM relied heavily on external
DIRECTOR OF 8 SUPPORT STAFF DIRECTOR OF

consultants to help implement the bond CONSTRUCTION FIVANCE, CONTROLS, CONSTRUCTION
program since PPS did not have a dedicated COMMENIEATONS

capital construction office when the 2012 * Contacing 11 na Fnance,

bond passed. In 2020, more than 40 percent 7 SENIOR

of the bond program staff capacity was PROJECT MANAGERS

supported by external consultants. Over

subsequent bonds, OSM made a concerted 8 PROJECT

MANAGERS LEVEL Il

effort to hire internal project management
staff to build internal capacity and reduce

. 5 PROJECT
reliance on external consultants. By early MANAGERS LEVEL |
2025, OSM employed dozens of in-house
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bond project staff with decades of bond planning, delivery, and construction expertise to help it meet bond
pledges.4” OSM continued to hire external bond program management and construction management firms,
as needed, to provide additional capacity on certain projects during the construction phase for monitoring
progress and plan conformance of construction work against contract provisions. The percent of contracted
staff was less than 25 percent.

Designated with responsibility for the entire life cycle of a bond capital project, the OSM project managers were
considered “professional experts in the building profession” for public works projects. They provided technical
expertise over capital planning, and stakeholder communication and oversaw all facets of project
implementation. This included planning, design, contracting, construction, and post-occupancy phases to
assure on-time, on-budget, and quality scope of work through practices that aligned with industry practices.*8

Following this common cradle-to-grave approach managing a capital _
project through its entire lifecycle, OSM's project managers were P”°r_°SM approach used
responsible for the controls over delivery from inception to commissioning g pro:e;t mgnageﬁ W'tth
during project completion. This was to keep projects on budget and RO g8
. . engineering, and construction
schedule based on approved designs. Project manager levels were -
d|ﬁerent|.a.ted by prgject volume, scope.of proljec.ts manageq, project delivery controls to keep
complexities, and unique challenges associated with implementation. Each projects on budget and
position requires knowledge in architecture and civil engineering. Project schedule from project
managers needed a strong understanding of construction practices inception through close-out.
including equipment, materials, techniques, and inspection of public works.
Additional expertise was required in public contracting and budgeting with

project management principles, processes, and techniques.

OSM often used its project manager series to assign one staff member to smaller bond consolidated projects.
For the larger high school modernization projects, they would assign more than one project manager to share
workload and develop staff as part of succession planning for the long-term success of the bond program. Each
project manager on the larger bond modernizations was also assisted by a contracted construction manager
and overseen by a director of construction coordinating design, construction, commissioning, and occupancy
across the bond program. For all bond modernizations and infrastructure improvements, OSM’s Senior Director
provided project and program leadership, direction and approvals, and support in implementing plans,
schedules, and budgets. Importantly, PPS designated a chief level position—the Chief Operating Officer—filled
by an individual with decades of bond capital delivery experience to provide program level guidance,
management, and public accountability over bond activities.4®

47PPS also had a Real Estate & Construction department that handled non-bond smaller capital construction projects, long-range facility planning and condition
assessment, and real estate purchases, as well as a Facilities Asset Management department responsible for minor repair and maintenance projects. These staff
primarily oversaw non-bond funded and much smaller scale capital projects.

48 Industry practices from Construction Owners Association of America, Construction Management Association of America, Project Management Institute’s Common
Body of Knowledge (PMBOK)-Construction Extension, American Institute of Architects, and National Association of Construction Auditors guidance.

49 In 2012, PPS utilized two chief positions—one Chief Operating Officer over finance, purchasing and planning and asset management and one Chief of School
Modernization as an Executive Director of OSM.
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Prior Structure Allowed OSM to Deliver Projects Even During Past Turnover of Leadership and Staff

Stable, long-tenured executive leadership that supports and oversees bond activities along with project delivery
staff provides the best chance for positive outcomes. While turnover can negatively impact an agency'’s ability
to fulfill long-term bond programs and commitments made to voters, it cannot be completely avoided.50

Prior annual bond performance audits found significant turnover in executive and upper-level management.
Between 2017 and 2018, the Chief Operating Officer position and other chief-level positions in finance and
technology (which oversee bond projects) turned over multiple times. When past OSM and executive level
turnover occurred causing vacancies in bond program and project positions, OSM's delivery structure allowed
remaining staff to keep momentum toward completing bond projects as planned while staff recruitment and
replacement efforts were underway. Although recurring turnover, and the resulting loss of institutional
knowledge or shifts in priorities, can be challenging, OSM'’s staffing approach, methods, and controls remained
consistent. This helped to ensure bond projects were delivered as pledged to the voters.

As part of its structure, OSM used several standard tools for managing the bond program, assigning roles and
responsibilities, and instructing how to implement the program. Specifically, OSM developed and formalized a
program management plan (PMP) and project team management plans (PTMPs). The PMP provides guidance
regarding how the bond program will be managed with details on organization structure and staffing, general
roles, master budgeting and scheduling, reporting, and more. PMTPs provide guidance regarding the
implementation of specific projects, with specific schedule, budget, scope, and quality controls in place, in
addition to risk assessment and mitigation protocols.

Supplementing the PMP and PMTPs are responsibility matrices (known as RACI matrices) and standard
operating procedures (SOPs).5" SOPs are living procedural documents
providing step-by-step instructions for process, execution, review, and OSM delivery structure used
approvals for specified project delivery for consistent and standard project management plans),
approaches. Additionally, the SOPs implemented communication responsibility matficeS gy

. e . standard operating procedures
plans, educational specifications, and design standards to lay the common in the capitAIERN
foundation for what tasks need to be done and who is responsible for industry.
the tasks to deliver bond projects. Even when OSM faced workload
problems in the past that required remaining staff to assume additional roles and take on more responsibilities
during times of turnover, OSM continued to deliver on the bond program following the plans and procedures
under this framework.

As mentioned in both Findings 1 and 2 of the report, there were opportunities for improvement, as well as
instances where challenges impacted OSM's ability to deliver projects on time and on budget. Such challenges
are inherent in any capital project delivery program; yet evidence shows that OSM successfully built and
improved schools under the bond program.

50 “Turnover at the Top: Causes and Consequences of Leadership Change in Public Agencies”, James C. Clinger, Department of Political Science and Sociology,
Murray State University, Kentucky, USA. January 2016.

51 A Responsible, Accountable, Consulted, Informed (RACI) matrix is a project management used in industry to clarify ownership roles and responsibilities for tasks
and deliverable with the goals of reducing confusion of roles and stronger accountability. They assign individual project tasks to project team positions at each stage
of a project lifecycle for who is responsible for executing a task, accountable for final authority or approval of a task, consulted before a decision is made or work
finalized, and informed of status progress or milestones. OSM created and used RACI matrices for each project as part of project team management plans (PTMPs).

SJOBERG *EVASHENK Page |43



Recently, Leadership According to PPS, when new executive leadership took over in
2024, they began looking toward a new approach for delivering the
delayed Jefferson High School and CBSE bond projects and
Management and tackling the next wave of modernization projects. Specifically, as
Terminated Half of Existing described in Finding 1, leadership believed the delayed Jefferson
Project Positions Resulting High S.cho.ol project and geperal costs associgted yvith the
i oy modernizations were problematic, so PPS started discussions with
in a Loss of Institutional the Beaverton School District and general contractors in the market
Knowledge looking for ideas to forge a new plan for bond delivery.

Outsourced Bond Program

In November 2024, PPS leadership also paused work on the three modernization projects at Cleveland, Ida B.
Wells, and Jefferson High Schools to engage OSM project consultants and contractors in activities to determine
if project costs could be reduced by $100 million on each project. PPS also
hired a different consultant, Cornerstone Management Group, to compare

, : Although PPS made several
planned and completed costs of four PPS high schools against a Beaverton attempts to find cost
Public Schools high school project to clarify differences in cost and identify savings or accelerate the
potential areas for cost savings.52 Neither effort resulted in the targeted $100 Jefferson High School
million cost savings for PPS’ bond modernization projects. Along this same  project schedule, efforts did
timeline, PPS leadership engaged another external consultant, Procedeo, not produce the desired
to provide recommendations to reduce the costs of the Jefferson High results.

School project and expedite project schedule as well as produce a dedicated staffing plan for Jefferson High
School that could be adaptable to other high school modernization efforts. Ultimately, that third effort also did
not produce the targeted cost savings or schedule acceleration for Jefferson High School.%3

At the end of June 2025, the Chief Operating Officer resigned from PPS which was closely followed by the
resignation of the Senior Director of OSM in September 2025—positions with significant combined experience
in capital program delivery, bond program management, and professional engineering. To fill that void, the
Superintendent appointed a new Senior Chief of Operations and amended the existing contract with Procedeo
to provide interim OSM leadership while PPS initiated a recruitment effort to fill the Senior Director of OSM
vacancy. In September 2025, the Superintendent conveyed the intention to outsource the bond program as a
“strategy bringing in a team that has national expertise executing a billion-dollar bond program with multiple
builds going on at same time.” The new Senior Chief of Operations also stated that a “rightsizing conversation
would happen” as part of an outsourcing strategy and “Procedeo would be involved” with those staff rightsizing
conversations. 54 Three months later in December 2025 after a competitive proposal, PPS brought forward a
five-year contract with Procedeo to oversee the bond program and provide project management services in
addition to delivering administrative oversight for OSM functions for Board approval.

52 The Comerstone Management Group report cited differences between PPS and Beaverton Public Schools caused by board-approved project standards requiring
larger PPS school square footage and capacity, mass timber design options, sustainability design standards and equity goals in addition to more complex site
conditions in general for an urban school District like PPS.

53 While the most recent attempt to find opportunities to expedite the Jefferson High School project and save costs did not result in the $100 million targeted cost
savings or schedule acceleration, PPS’ general contractor informed board members that, from a process standpoint, it was an example of a high-functioning team
that will continue to share and think outside the box for different ways to accelerate schedule while maintaining safety. PPS FIO Committee meeting on March 17,
2026, at https://youtu.be/mtoPXt49YsU?t=1019.

5 PPS Board of Education regular meeting on September 9, 2025, strategy at https://youtu.be/HGAsOlyZ6kw?si=jByv6PaWelR1hn38 and rightsizing conversation at
https://youtu.be/HGAsOlyZ6kw?t=18118.
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As support for approval of the contract, executive leadership discussed having “internal staffing data which
points to long-standing vacancies, turnover and capacity gaps in critical roles responsible for construction
oversight in project delivery” and implied the bond program management consultant would help fill those
vacancies and gaps. For instance, after the Board approved the contract, Procedeo assigned one of its
leadership team members to fill the vacant Senior Director of OSM position and created a Deputy Director
position filled with Procedeo staff. The consultant also brought on additional Procedeo employees to help with
bond administrative and financial support including an outreach coordinator, website coordinator, procurement
manager, project closeout staff, and construction/finance manager.

By January 2026, PPS executive leadership made other changes Fourteen of 28 PPS Bond-Funded
to the bond delivery structure by terminating half of the OSM staff  gppioyees were Terminated in Jan 2026*
without quantitative data or analysis supporting workload

i . OSM Staffing Before | After
considerations. Out of 28 PPS bond employees, only 14 , :

. . . ) Directors of Construction 2 0
remained.’® Of those remaining, half are capital project support S PN /P . =
staff over procurement, invoicing and cost controls, Tl 3 B
communication, and document management. el 3 .

L - . Capital Support Staff 8 7
As part of the reorganization, PPS eliminated two directors of Spal Uil aT o
ota

construction and 11 project managers within OSM and did not — _ _
* Three Additional Sr. PMs resigned leaving 11 total

fund nine contracted construction manager positions even though and four project delivery staff.

the on-call contract dll(.j not expire until July 2028. PES retained All Construction Management Contracts
three contracted positions working on the Benson High School were cancelled except for Benson High
project. Since that time, three additional Senior Project Managers School and a Technology Project.

have resigned, including the Senior Project Manager over the

Cleveland High School modernization, leaving 11 former OSM employees. As a result, just four prior OSM
project delivery employees with in-house expertise remained further widening the gap and eroding institutional
knowledge.%6

These employees manage individual bond modernization projects and infrastructure delivery and now report
to the outsourced RISE Deputy Director, Senior Director, and Executive Director for modernization projects,
and to an internal RISE Senior Director in addition to the outsourced RISE Executive Director for infrastructure
projects. Although they retain historical bond knowledge and control over specific bond projects, they cannot
oversee the program management consultant’s activities managing the collective bond program who they
report to under the new structure.

5 Terminations included both directors of construction, two Project Manager Ill levels, six Project Manager Il levels, and three Project Manager | levels. Another Project
Manager Ill resigned in early February shortly after the terminations, two Sr. PM/PM llIs retired (one in June 2026 and another in September 2026), and another PM
Il left leaving just three former OSM project delivery staff remaining.

% The new RISE reorganization includes a PPS employee from the former Real Estate and Construction department to oversee bond consolidated projects with
experience in smaller capital project delivery, but no prior experience with larger-scale bond programs and projects.
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PPS Lacked Evidence- Best practices describe the importance of weighing the benefits against

the costs or risks of outsourced project management versus an in-

i o house or hybrid approach as PPS has used in the past to mitigate long-

for its Shift in Strategy term reliance on external firms.5” Understanding the business case for

PPS’ shift in strategy is important because prior annual bond

performance audits over the past six years found that the structure employed at the time effectively delivered
on the bond program. Thus, a change introduces potential risk.

Based Business Case

When we asked for the basis behind the change, PPS described certain workload considerations and staffing
assumptions it used to evaluate bond project needs that align with industry factors, but did not provide
supporting evidence, data, or analyses that informed such considerations. PPS stated that some bond areas
were “under-resourced requiring targeted augmentation” and other bond areas were “overstaffed or duplicative
necessitating strategic reductions and realignment,” but could not provide evidence demonstrating this
assertion. Further, when asked about a cost-benefit analysis weighing options between the prior OSM structure
and outsourcing, PPS leadership stated its cost-benefit analysis considered “structural differences in
incentives” related to schedule adherence, cost control, and results. Management did not provide any
quantitative cost data or analytics demonstrating the dollar impact or details of actual incentive performance
between the two options of keeping staff in-house versus outsourcing.%8

Without discrete data, cost analysis, or documented consideration of impacts and expected benefits, there is
no supporting business case or data warranting the substantial change from a largely in-house bond program
management team to a mostly outsourced team when the prior OSM method had effectively delivered the bond
program in the past.5® Additionally, there is no way to know if the district spent more than needed—or saved
money—making its strategic changes without having that supporting data and analysis. PPS described that it
considered that, upon program completion, in-house staff whose salaries are paid by the bond “would need to
be reassigned, reduced, or absorbed into the General Fund, creating potential ongoing financial obligations
beyond the life of the bond.” However, this situation has not occurred since the 2012 bond program and seems
unlikely since PPS will need future bond measures to raise funds for modernizing and addressing deferred
maintenance on its aging schools. Because outsourcing can generate concerns with accountability and
questions about whether outside contractors can effectively deliver services better or more efficiently and less
costly than using public sector workers, entities like PPS should conduct objective cost-benefit calculations for
validation of planned strategies.®

57 Best practices drawn from Institute for Public Procurement position paper “Outsourcing in the Public Sector,” GFOA “Measuring the Full Cost of Government
Service,” Baker Tilly “Five Key Steps in Conducting a Cost-Benefit Analysis,” IBM Center for The Business of Government “International Experience Using Outsourcing,
Public-Private Partnerships, and Vouchers,” Governing Magazine’s “The Pros and Cons of Privatizing Government Functions” by Andy Kim, and EBSCO “Cost Benefit
Analysis: Decision Making in the Public Sector.”

% Prior annual bond performance audits issued in 2017 reported that PPS can control program overhead costs by reducing reliance on contracted project management
personnel as external staff were costly and could be twice the fully burdened cost of comparable intemal PPS staff. Although PPS’ new analysis might have reached
different results or conclusions, there was no quantitative data comparison or details of considerations as we would expect from a proper cost-benefit analysis to reach
conclusions about the cost-effectiveness of using outsourced staff versus in-house PPS employees.

5 As mentioned in Finding 1 of the report, there were instances where projects were not delivered as scheduled, but those delays related to the Jefferson High School
modemization caused by board and district leadership actions and to the Center for Black Student Excellence because past district leadership had not formulated
what type of capital improvements would be implemented by the bond—actions that were outside of OSM’s bond delivery staff's purview and authority.

6 |BM Center for The Business of Government “International Experience Using Outsourcing, Public-Private Partnerships, and Vouchers.” Also, Governing Magazine's
“The Pros and Cons of Privatizing Government Functions” by Andy Kim.
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Ty According to PPS leadership, its bond reorganization was informed
Orgam_zat_lonal Re.structure by the Construction Management Association of America (CMAA)
Was Missing Detailed Data and Project Management Institute (PMI)—both nationally recognized
and In-Depth Analysis industry leaders establishing standards and best practices for capital
delivery and project management—and that its new approach
separated program-level leadership and controls from project-level execution responsibilities through district
roles for project managers and construction managers. We support the use of these guidelines, although we
did not receive data or information on how the standards were applied to support the ultimate reorganization or
need for the change. For instance, PPS leadership stated the prior structure had unclear roles and
responsibilities, overlapping efforts, and inefficient use of staff time so the reorganization included “right sizing
and realigning staff to eliminate duplication.” Yet, PPS did not provide data identifying which positions were
duplicative or which inefficient processes were right-sized and how they were realigned.

The only example PPS provided us regarding the reorganization was that multiple project managers were
attending the same meetings without defined roles leading to inefficiency, and that remote work limited visibility
into productivity.6! There could be reasons why multiple project managers or contract staff, who possessed
decades of knowledge of K-12 capital project delivery, might be in the same meeting, and there are ways to
ensure visibility and accountability in remote work. Yet, PPS could not provide evidence of inefficiencies, nor
could it point to corrective actions taken with its existing workforce when inefficiencies were identified. 62

New Framework is Not According to PPS leadership, making changes to the bond
Significantly Different Than program framework was a “great opportunity to have outside
. perspective actually come in and look at [PPS’] systems and
Previous Bond Structure, but processes to look for at any level of efficiency, what they are
Missing In-House Executive doing well, and any level of redundancy.” As part of these
Expertise and Oversight changes, PPS contracted with an external bond program
management consultant, Procedeo, to lead its RISE department
and help PPS implement a new bond structure. While Procedeo has revised protocols and practices and
continues to make organizational and process changes as it begins its contracted work with PPS, the current
framework is similar as the previous structure employed to deliver the bond program with no fundamental
changes in tasks for procurement and contracting practices, project management controls over cost and
schedule, or bond communication and external reporting—although there are differences.

Under the reorganized model, Procedeo brought in approximately 13 new individuals under its contract to assist
with bond project activities including project managers, design managers, a scheduler, and an estimator as
part of the project delivery team—in addition to multiple other support staff to help with compliance, finance,
procurement, outreach, website, and communication.63 As of April 2026, many of the 13 Procedeo staff on the
bond program and projects were similar in role and responsibility to the 14 OSM individuals terminated—
although PPS did not have data available to compare the cost between the in-house and outsourced staff as

6 Procedeo Report “Jefferson High School Modemization Project: Comprehensive Analysis, Options, and Proposed Management Approach”, October 22, 2025.

6 Two firms, AECOM and Turner & Townsend, were under contract with OSM during 2025 to augment project and construction management services, thus
necessitating meeting attendance.

& According to RISE organizational chart, version 20 as of April 14, 2026.
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discussed later in this section. The new structure employed similar project delivery staff positions as did the
former OSM, just with different organization and modified roles and responsibilities.

For instance, OSM assigned staff roles and duties following a “project-centric”

approach where project managers were assigned and accountable for all Program-Based:
aspects of a singular project like modernizations or multiple projects like ~ Staff are centralized and
infrastructure projects. Alternately, RISE uses a “program-based” approach ~ deployed across projects
where staff such as project designers, project managers, construction °Y function as needed.

managers, schedulers, and estimators are centralized and deployed across Project-Centric:

projects when and where needed during a particular project phase. Staff are assigned and
accountable to an

Both structures are used in industry, and both have benefits and trade-offs under individual project.

each method. Project-centric staffing can allow for stronger accountability but

less opportunities to transfer lessons learned to other projects; while program-based staffing can result in
efficiencies and consistency across projects, but higher costs through project management office coordination
and competing project priorities.

Like OSM's prior approach, RISE has created and implemented a PMP, PTMPs, RACI matrices, and SOPs to
guide bond activities as part of plans to streamline and standardize processes across projects where needed
that aligns with industry practices.% Although there are certain differences between OSM and RISE’s
documents, most delivery tasks and processes did not fundamentally change. For instance:

v" PMP. When comparing the new PMP to the old PMP, we found that both PMPs were very similar in
that they provided a general overview of the bond program, key stakeholders, performance metrics,
processes during design and construction, and communication protocols as well as guidelines for
status reporting to oversight bodies.

v PTMPs. When comparing OSM’s old PTMPs to RISE’s new PTMPs, we found they aligned with leading
practice and contained similar components—although one prior OSM PTMP contained more details
and processes for the Benson High School project. The main differences between the two approaches
relate to team members and document format.

v RACI matrices. Our review of both OSM’s and RISE’s matrices found that bond tasks and activities
under both formats were similar, although responsibilities were designated differently across staff. For
instance, the new matrices centralize design management across projects rather than assigning those
tasks to each project manager on individual projects. Likewise, for “boots-on-the-ground” construction
management activities providing owner-level oversight of contractor activities, OSM assigned a
construction manager to each project. Alternately, RISE’'s new matrices assign those functions to a
single director of construction position across the program.

& Industry practices from Construction Owners Association of America, Construction Management Association of America, American Institute of Architects, Project
Management Institute’s Common Body of Knowledge (PMBOK)-Construction Extension, Association of California Construction Managers, Associated General
Contractors of America, and National Association of Construction Auditors guidance.
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v' SOPs. As aligned with best practices in industry, both prior OSM and current RISE staff led by
Procedeo supplement these plans and matrices with standard operating procedures. With just several
months of its 5-year contract time elapsed, Procedeo continues to be in-progress of reviewing and
revising existing SOPs as needed. As of June 2026, there have been four new SOPs related to the
BAC, bond compensability, labor burden rates, and payroll and new construction closeout checklists—
with more in development that are likely to be completed before the audit report is final.

While the new RISE approach emphasizes that external architects involved in construction and contractors
have contractual responsibilities to be accountable to ensure milestones related to scope, schedule, and cost
delivery are met, itis critical that public owners closely monitor and verify those activities. Monitoring is typically
done by construction managers or directors of construction conducting site
visits for conformance, performing site supervision, preparing daily logs,
managing contract change requests, reviewing submittals, testing and
inspections, and reviewing payment applications among other areas. In the activities expected for the
past, OSM contracted out some of the construction manager tasks; but a0 concurrent high school
current RISE responsibility matrices assigned these tasks to a specific modernizations at the level
director of construction for all three high school modernization projects. needed for strong controls.
Given the size and scale of the modernizations with completion schedules

all on the same timeline, a single director of construction may not be able to adequately monitor or control the
significant volume of construction activities at a sufficiently detailed level needed for strong controls. The
primary construction phase will be starting soon for the modernization projects, so RISE leadership should have
their bond program management consultant identify and bring in additional construction management support
for these projects immediately to ensure proper controls are employed.

One Director of Construction
may not be able to monitor
the volume of construction

Loss of Executive Level Technical Expertise Impacts PPS’ Ability to Properly Oversee New Approach,
and Differs from Other School Districts We Reviewed

While there had been general consistency at the chief level position for several years in the bond program, that
status was upended when the Chief Operating Officer who had worked on the bond program since 2012
resigned in June 2025. That resignation left PPS without cabinet-level expertise in capital delivery and without
the benefit of the former Chief Operating Officer’s institutional knowledge and insights into the bond program.
Under normal circumstances it might be manageable without executives possessing capital delivery
experience. Yet, the chief’s resignation combined with the vacancy of the Senior Director of OSM and loss of
half of the bond project delivery staff in OSM leave PPS vulnerable. Without sufficient capital in-house expertise
to be responsible for sound and knowledgeable decisions for the bond program or to monitor consultant
performance as is needed for public accountability at the owner level, the bond program is at risk.

As aresult, PPS’ new outsourced delivery approach relies heavily on its external

Risk is heightened consultant’s expertise instead of continuing recruitment efforts to fill the Senior
through heavy Director of OSM position or hire a bond-funded executive with capital
dependency on he construction experience. While PPS has a knowledgeable external consultant
external bond GRS with Procedeo to provide structure and staffing recommendations for the bond
program as part of its contract, it has not put in place an effective control given
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the lack of expertise. In reference to its controls, PPS provided a listing of multiple dates of bond planning
meetings between July 2025 and May 2026 management asserted included the CFO, legal staff, RISE senior
leaders (including Procedeo), and Facilities and Maintenance staff with a purpose to note progress on bond
deliverables and the contract. PPS also provided a listing of weekly check-ins between the Senior Chief of
Schools and the RISE Executive Director from Procedeo that PPS asserted was to note progress on bond
deliverables, goals, KPI check-ins, and other deliverables as described in the program management plan.

However, without that technical expertise, PPS cannot adequately scrutinize or detect overall deficiencies
related to technical aspects of bond program delivery in terms of scope, schedule, or budget. This also impacts
management’s ability to adequately monitor contractor performance or understand implications of any
recommended actions from its bond program management consultant to make informed owner decisions about
bond delivery, staffing, contracting, scope, schedule, or budget. Further, this heightens risk through increased
dependency on the incumbent consultant—causing concerns about PPS leadership’s ability to be accountable
for the actions carried out on its behalf and for monitoring the consultant’s contract.

When compared to other school districts we reviewed—school districts with similarities in enrollment, number
of school buildings, or bond size—many reported having in-house executive level capital delivery expertise to
oversee bond program activities and consultants, as shown in Exhibit 17.

EXHIBIT 17. EXAMPLES OF OTHER DISTRICTS WITH IN-HOUSE CAPITAL DELIVERY EXECUTIVES !

Number

District Approx. Size of In-House Executive Position
Enrollment  g.pools Bond/Levy Over Bond Planning & Construction
Albuquerque Public Schools 64,000 142 $350 million | Executive Director, Capital Construction
DC Public Schools 2 52,000 117 $6.4 billion | Deputy Chief, Facilities Planning & Design
Denver Public Schools 89,000 | 198 | $18bilion | CXeculive Director, Planning, Design, and
Construction
Fort Worth Independent School District 70,000 137 $1.95 billion | Senior Officer, Capital Improvement

Executive Director, Facilities Construction
Oakland Unified School District 44,000 87 $1.3 billion | Executive Director, Facilities Planning
Director of Facilities, Construction

San Diego Unified School District 103000 | 225 | $49bilion | Sr- Executive Director, Facilties Planning &

Construction

San Francisco Unified School District | 50,000 122 | $2.8bilon | St Executive Director, Capital Planning
Director, Bond Programs

Seattle Public Schools 49,000 104 | $22bilion | EXecutive Director, Capital Projects

& Planning

Source: Individual school websites, long range facility plans, school fast facts sheets, organizational charts, and other publicly available data.
Notes: ' Data available publicly did not provide specific responsibilities, functions, or tasks; however, some provided background information on degrees,
certifications, or previous positions. 2 DC Public Schools’ bonds are approved by the Mayor and Council, rather than voter approved general obligation bonds.

8 Controls and risks related to contract monitoring and project delivery from COSO Internal Control—Integrated Framework, United States Government Accountability
Office’s Standard for Internal Control in the Federal Government, and the AICPA Accounting and Audit Manual Nonauthoritative Practice Aid in addition to Construction
Owners Association of America, Construction Management Association of America, Project Management Institute’s Common Body of Knowledge (PMBOK)-
Construction Extension, American Institute of Architects, and National Association of Construction Auditors.

86 McKinsey & Company, Public & Social Sector Practice, “How to create win-win public outsourcing contracts” April 2018.
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These results are like other Portland public entities that have in-house executive level expertise and
responsibility over their capital bond programs including Portland Community Colleges, Multnomah County,
and City of Portland—some with smaller capital portfolios than PPS. Further, other public sector entities we
have reviewed with billion-dollar capital programs also have in-house executive expertise even though they
contract out for bond program management services. These entities include Bay Area Rapid Transit District,
Orange County Transportation Authority, San Diego Association of Governments, San Francisco Public Utilities
Commission, Santa Clara Valley Water District, and more. After we discussed the audit findings with PPS,
leadership advertised for an Executive Director over Capital and Planning position that will provide expertise
and exercise responsibility over the capital bond program once filled.

Outsourcing Approach Creates It is common in industry to use external vendors like

Heavy Reliance on Vendor, Which Progedeo for bond program management services to
provide extra capacity, expertise, and assistance to

Increases Long-Term Risk of achieve cost or scheduling benefits. PPS’ outsourced
Sustainability of the Bond Program  delivery method, however, goes beyond what is typically

and Stifles Future Competition seen in industry for larger capital programs with an
established project delivery team. It gives authority and

autonomy to the external consultant to develop plans and procedures for managing, overseeing, and leading
the bond program including staffing incorporating the use of and oversight of PPS staff without owner level
expertise needed for oversight and accountability of public funds.

As previously mentioned, PPS’ outsourcing substantially changed the staffing mix for bond capital delivery
teams with approximately 60 percent of staff from Procedeo and 40 percent PPS employees—compared to the
previous approach relying on external consultants for less than 25 percent of its staffing.6” The Procedeo
outsourced positions have assumed management and decision-making roles such as executive director, senior
director, deputy director, and director of construction overseeing the bond work of the remaining PPS
employees. With limited in-house capacity to deliver the largest bond projects resting with the four remaining
PPS project delivery team members, PPS is reliant upon external consultants now and likely for future bonds
as outsourced functions seldom revert back to the public sector entity.68

Although Procedeo’s PMP refers to recruiting strategically to build portfolio competency, there were no specifics
for how or when that would occur and if recruiting referred to PPS staff or Procedeo staff. While the bond
framework for implementing projects remained similar to the prior OSM approach, Procedeo revised reporting
structures and recrafted processes as well as introduced new systems and tools to capture and manage
program and project information. This differs from OSM'’s prior approach where its external bond program
management firm previously reported to the Senior Director of OSM and worked alongside OSM employees
developing program tools and systems maintained by OSM creating a lasting infrastructure for future bonds
and building OSM internal bond delivery capacity. It was employed at a time when there were few OSM staff
to deliver bond projects and limited policies, procedures, and infrastructure in place to manage the bond
program. As OSM developed its internal experience and capacity, the external bond program consultant
supplemented the OSM team but did not supplant their responsibilities. The prior OSM Senior Director and

67 This staffing mix and percentages do not include bond support staff from project controls, procurement, finance, or communications.
& |BM Center for The Business of Government, International Experience Using Outsourcing, Public-Private Partnerships, and Vouchers, 2005.
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PPS project managers were the public-facing district representatives with the Board and BAC as supported by
the prior program management function.

The new processes and consultant-controlled systems combined with the termination of OSM employees and
replacement with Procedeo staff create a situation where PPS is heavily dependent on Procedeo for bond
program and project delivery. Thus, PPS should begin to rebuild its internal capacity for bond projects now
while still maintaining, at a lesser level, support from the bond program management consultant to augment its
project-level capacity as well as its executive level bond expertise toward the goal of decreasing the level of
reliance on a consultant for project delivery the long-term viability of the bond program.

Further, PPS’ design of its outsourcing approach may stifle competitiveness of other program management
firms to participate in future bond programs if voters approve the next bond measure.® If different external firms
want to compete for bond program management services when the existing contract expires, they may face
technical or logistical challenges. Challenges include the need to unwind the existing reporting structure,
protocols, and consultant systems used that may be prohibitively expensive and require another significant
transformation and organizational shift as the bond program had just experienced.

Additionally, transferring Procedeo’s bond management knowledge and data to a new consultant may be
complicated—without oversight from PPS leadership with in-depth capital delivery experience. While it is not
impossible to overcome, the current situation increases risks and obstacles for prospective competitors to
successfully propose on future bond program management RFPs.” Once PPS fills its recently advertised
position for an Executive Director over Capital and Planning, these risks may be mitigated.

8 According to PPS, this was not their experience in 2025.

0 Best practices compiled from a variety of sources including, but not limited to, COSO Internal Control—Integrated Framework, United States Government
Accountability Office’s Standard for Internal Control in the Federal Government, AICPA Accounting and Audit Manual Nonauthoritative Practice Aid, Uniform System
of Financial Records for Arizona School Districts, Los Angeles School District Procurement Manual, California Community College Contracts and Grants Manual,
State of Texas Procurement and Contract Management Guide Version 1.3, State of California FI$Cal Procurement Manual, California State Contracting Manual, New
York Construction Consultant Manual, Georgia State Auditor Best Practices in Government Components of an Effective Contract Monitoring System, Judicial Council
of California Financial Policies and Procedures Manual, and SEC proprietary resource library and audit reports.
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Finding 3: PPS

Recommendations

To better ensure the long-
term success of the bond
program, rebuild an internal
infrastructure as part of
succession planning that
survives staff and leadership
changes, provide stronger
controls, and allow for
sufficient monitoring

12.

13.

14.

Develop a comprehensive roadmap plan with specific steps,
activities, and timeline for decreasing reliance on external bond
program management staff for project efforts and start
rebuilding in-house capital expertise through hiring bond
delivery staff. The plan should address supplementing the
remaining PPS employees involved with the bond projects to
build back capacity and ensure the longevity of the bond
program—while still receiving support, guidance, and
management from the external bond management program
consultant.

Deploy additional construction management support and
control over the modernization projects so that sufficient
staffing is available to monitor scope, schedule, and cost
through job-site presence and supervision for managing
change requests, reviewing submittals, overseeing testing and
inspections, and reviewing contractor payment applications
among other areas.

Fill the newly advertised job opening for the Executive Director
over Capital and Planning position with an individual
possessing deep expertise over large-scale public-sector
capital delivery programs and knowledgeable in bond funding
to oversee RISE and make informed owner-level decisions, as
needed, based on RISE recommendations and monitor the
external bond program management consultant’s contract and
performance.
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Finding 4: Certain Activities and Assertions Made Before and During
the Development and Approval of the Bond Program Management

Contract Hampered a Fair and Transparent Procurement and
Increased the Risk that the Solicitation and Award Process Was
Compromised

Due to the concerns raised during the course of our annual bond performance audit and as part of our
assessment of risk, we reviewed the bond procurement of the outsourced service provider and bond program
management. We found that PPS did not employ sufficient controls to ensure the solicitation and award process
was not compromised.

PPS’ outsourced bond delivery approach centered around two contracts with an external vendor, Procedeo.
One contract's scope was for recommendations to accelerate the Jefferson High School project, suggestions
for a staffing structure, and provision of interim leadership for OSM. The other contract was for bond program
management services including project management, construction management, and adminstrative oversight
of OSM functions. During fall 2025, when PPS presented contracts to the Board for approval, PPS leadership
made statements surrounding the need and urgency of board decisions to approve the bond contracts that
were inaccurate and urged the Board to rush approval of the contracts limiting the timeline available for Board
due diligence. Discussions were supported by inaccurate messaging regarding the consultant'’s unique
expertise, safeguards provided in contract language, and the bond program’s past performance and status.
These assertions contradicted prior audit results, and information presented in Finding 1 of this report. Relying
on inaccurate information upon which to make decisions increases risk that those decisions might not be in the
best interest of taxpayers. According to PPS, their assertions were based on management concerns about the
future execution of the bond program and its assessment of concerns raised by OSM.

Prior to contract solicitation, review, award, and board approval, PPS communicated about its intent and plans
with the consultant that was ultimately awarded the contracts. Communication included planning discussions
related to proposed bond management services, potential reorganization of the bond delivery structure, and
how the consultant could help PPS—which could have influenced PPS, giving the consultant an unfair
advantage during the solicitation, evaluation, and award process. Although PPS asserted that it talked with
other consultants on similar topics, PPS did not provide documentary evidence to support this assertion.
Management’s actions work against and diminish the effectiveness of internal controls and safeguards that
should protect the integrity of the procurement process from improper influence.

Additionally, PPS’ scoring of written proposals for the bond management services competitive solicitation did
not capture the fact that one consultant did not fully address the “firm experience” evaluation criteria. When
combined with discrepancies in PPS’ approval of the consultant’s invoice post-award as discussed later in
Finding 5 of this report, these actions and events increase risk that the process was compromised and could
have been influenced by favor or bias. These actions conflict with the purpose of Board Policy 5.10.066-P to
perform district business without the perception of undue influence and its code of ethics to avoid the
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appearance of impropriety. They also result in increased risks to PPS’ ability to demonstrate objectivity with fair
and open competition, best value, and accountability over taxpayer funds. Risks that PPS have not mitigated.”!

According to PPS, leadership did not solely meet with Procedeo. Rather, they met with other similar consultants,
architects and general contractors in the local Portland market, and other school districts. These meetings were
part of gathering input and ideas for bond program management services and developing a new approach for
bond delivery. PPS provided us with an email chain asking for references and contacts for PPS to reach out
for independent cost estimating, but no other evidence of outreach or communication with those other firms to
discuss bond program management and cost estimating practices.

District Sought Board In June 2025, PPS leadership entered into a contract for $149,500
with Procedeo to provide recommendations for saving money and
. accelerating completion of the Jefferson High School
Related to Delivery of the Modernization project in addition to suggesting a staffing structure
Bond Program in 2025 for the project team that could be adaptable to other modernization
projects. Once the prior Senior Director of OSM resigned in the fall
of 2025, PPS leadership requested board approval to amend its contract with Procedeo by approximately
$488,000 for interim bond leadership services. Because the contract amendment exceeded the $150,000
threshold required for board approval, PPS leadership presented the amendment to the Board at its September
9, 2025, meeting for approval.” Subsequently, in December 2025 after a competitive proposal, PPS brought
forth a second contract with Procedeo, for board discussion and approval, for $61.5 million to provide bond
program management services over a five-year period.

Approval for Two Contracts

PPS Implied an Immediate When the Senior Director of OSM resigned in September 2025,
PPS looked to Procedeo for interim leadership services by
Urgency for Board Approval amending their existing contract. As part of board questions
over Both Bond Contracts related to the amendment at a September 9, 2025 meeting,
Impacting Board Due Diligence ~ PPS leadership created a sense of urgency for immediate
contract approval. PPS Leadership stated they could not wait
because “time is money” and critical bond work would have to be paused if OSM leadership was not
immediately in place. Although the Senior Director of OSM position was critical for both program management
and oversight of individual project delivery and PPS would reasonably want leadership in place to guide the
bond program, PPS conflated the need to fill a leadership gap in the bond program with a belief that the short-
term void in leadership would directly correlate to an increase in project costs of the bond modernization
projects.’s

™ Controls and risks related to contracting and procurement based on COSO Internal Control—Integrated Framework, United States Government Accountability
Office’s Standard for Internal Control in the Federal Government, and the AICPA Accounting and Audit Manual Nonauthoritative Practice Aid in addition to PPS
Contracting Rules based on Oregon Revised Statutes, and Principles and Practices of Public Procurement from The Institute for Public Procurement.

72 Given that the extended service scope had no relation to the scope of the initial $149,500 contract, PPS should have competitively bid the $488,000 contract as
discussed in Finding 5 of this report.

3 PPS Board of Education regular meeting on September 9, 2025, at several marks including https://youtu.be/HGAsOlyZ6kw?si=Ms-EigHZwBA2X63Z&t=21043 and
https://youtu.be/HGAsOlyZ6kw?si=EQ80IDCHOM5zLxrt&t=21003 and https://youtu.be/HGAsOlyZ6kw?t=18006.
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Yet, not having a Senior Director over
OSM in place fora temporary time Assertions on Urgency of Contract Extension Approval ]

WOUld nOt ImpaCt prlce on the If“My' responsibility is to [...] ensure “Things that have “We can't wait a

modernization projects’ as stated. these three high school builds are month and a half.”
off and going [...] some things that

to happenina

The mOdernization pr0jeCtS were we are going to have to pause that | timely fashion.”

a|ready in progress and OSM had don’t feel comfortable with without
. ’ . . leadership in place.”
contracted with project designers

and contractors with budgets set and
approved. OSM project managers “Can't stall because

were moving projects along planned

“We have a leadership void [...]
and need a single point person
within OSM [...] working with
contractors, approving [...]
purchases, change orders.”

time is money.”

schedules in the design phase, and [Q’_,%g%
cost estimates were completed with —
: Audit Verificati
amounts of expected project cost [ vt verffication ]
escalation considered in approved PPS created a false urgency and impacts related to contract extension approval.
project budgets. o _ _ _ ,
B, - Vacancy did not impact price as . Opl_lon to bridge gap with OSM

W th lead hi & budgets already set. project managers.

€ agree (nere was a leadersnip

. : « Three builds were on schedule as « Option to bridge gap with existing
;/ﬁl(?j thst tU|t|m3tely neede(:jd tg ?:e EE planned by OSM project managers. consultants already on contract.
lllea, Dut evigence proviae 0

", p « Projects were in active design and » Full construction start was a year

support the critical or urgent need for g  could continue with short-term out, so small change orders, if any,
immediate action by the Board to leadership absence. at current stage.

approve the contract at that
September 2025 meeting was inaccurate.

As detailed in Finding 3, OSM had weathered turnover before at the Senior Director level. Leadership turnover
and vacancies are not uncommon with capital delivery programs, and it can take time to fill the position. PPS
had other options available—it could have temporarily relied on a different external consultant already under
contract with PPS. The scope of that existing contract encompassed bond program management services and
PPS could have used the existing consultant for a few weeks or months, without needing a contract
amendment, until PPS hired a new Senior Director of OSM, whose recruitment was active at the time of the
solicitation. Similar steps have occurred during past OSM leadership turnover. Alternately, PPS could have
relied on its experienced OSM project delivery team to temporarily fill the void until a permanent solution was
found or as a stop-gap measure to allow for further board scrutiny of the Procedeo contract as asked by Board
members.

According to PPS, management had access to more information in real-time related to leadership needed in
OSM during this transition, and they felt the approach taken by PPS with the public RFP had more visibility.
While the Board has discretion to reach these conclusions, the sense of urgency created by management and
the rush to obtain Board approval in a public meeting may have impacted the Board’s ability to exercise due
diligence in determining the legitimacy of the need, value, and vendor selection.
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In December 2025, PPS leadership
created a similar urgency when it
asked for board approval to award [/

“There are certain things wj

[Assertions on Urgency of Bond Program Management Contract Approval]

“I can’t express the level of urgency
here and the problem is [...] two weeks
or three weeks, that type of thing like
that has been our issue [...]. We have
to move and this is the opportunity to
move.,”

Procedeo a $61.5 million bond will need to pause. We don't
program management contract as part have interim leadership.
of a competitive proposal.’# This,

again, impacted the time available for “Iwant you to do the business of ]

the board, and it’s either, yes, we

the Board to scrutinize costs and fully approve the contract or we don’t.”

deliberate on contract provisions.

Because Procedeo’s initial extended 0082829
contract was ending, PPS leadership =
asserted it would have to pause bond
activities if the bond program
management contract was not

Audit Verification

PPS created a false urgency with inaccurate statements on potential impacts.

« Project teams, architects, and + In-progress work would not require
appr(?ved at that December 2, 2025, Ea general contractors were pause as project managers were
meetlng. actively working on design. following scheduled plans.

However, the OSM project teams leading those bond activities were actively managing project activities through
design keeping projects on the planned schedule. Although having leadership in place is ideal, the OSM team
could have continued their project efforts with or without OSM leadership (as had been done in the past).
Because those team members had technical knowledge of capital delivery methods and historical experience
with PPS’ bond program, a short pause to allow the Board more time to review the contract would not have
significantly impacted the bond program schedule.

More importantly, PPS created a sense of urgency but had not yet developed or had not presented a business
case supporting the outsource strategy. Although implementing new strategies may be the best course of action
and bond program management services were needed, PPS did not provide data or analytics demonstrating a
dollar impact or details supporting better outcomes that could be achieved through outsourcing as mentioned
in Finding 3 of this report.

Inaccurate Information  As part of presentations and related discussions of the bond program
management contract to the Board and related discussions, PPS asserted
o that what Procedeo had done in other places was not available from firms
Contract Provisions in Oregon.” It also stated that the proposed contract costs aligned with
was Provided to Board prior services paid to multiple firms. Further, PPS stated the Procedeo
for Decision-Making contract terms provided stronger safeguards than other PPS contracts to

allow for termination if PPS was not satisfied with services. Yet, those
statements are not supported by our audit analysis.

on Expertise and

7 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F TBjQYZTA8?si=KygRXKRTcwCWqYYT&t=7055 and
https://youtu.be/F TBjQYZTA8?t=7907.

75 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/HGAsOlyZ6kw?t=18721.
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For instance, as discussed in Finding 3, the type of expertise
provided through the proposed bond program management
services contract is common in industry. Multiple national firms

Availability of Consultant Expertise ]

“If we were to think about firms in Oregon
and Washington that can come in and do

possess the requisite expertise and ability to run multiple projects what Procedeo has done in other places,

on concurrent schedules—many of which are located in Oregon, e are not going to find them."

including two firms already under contract with PPS. Specifically, QOJOD

PPS had contracts with AECOM and Turner & Townsend, both =)

national firms with local Oregon offices and expertise in K-12 [ Audit Verification J

program management and capital delivery. In fact, Turner &
Townsend provided bond program management services for PPS
between 2012 and 2020 managing the building of schools on
similar timeframes.

Similar national experience is available in Oregon.

=] « Expertise and services available in Portland
from multiple national firms.

=
=) « PPS had firms under active contract at the
(=] time (AECOM and Turner & Townsend).
G

Likewise, at the December 2, 2025, board meeting, PPS equated
the proposed $61.5 million bond program management contract
to bond management services contracts, already in place or that
had been used in the past, and asserted that PPS had paid more than $40 million to these multiple consultants
over a similar timeframe.”® However, the comparison provided in the Board meeting was missing additional
and critical information regarding cost and length of those contracts and included some inaccurate information.
Specifically, PPS staff provided an internal board question-and-answer document that provided a breakdown
of the $45.6 million paid to five different consultants under the 2017 and 2020 bonds.”” This analysis incorrectly
included costs for a moving company (Cummings Moving Systems) that had a similar name to the actual
consultant working on the Benson High School project (Cumming) as
well as other balances that we found to be unsupported. For
“Paid over $40 million out to multiple firms | INStance, the question-and-answer document showed Shiels Obletz
within that same” timeframe envisioned by the| | Johnsen was paid $111,000 when in fact they had not been assigned

5-year contract and managment wanted to lean

on one firm to “directly hold accountable.” bond work or been paid with bond-funds at all. Similarly, for AECOM,

« One firm previously provided bond program
management for OSM from 2012 to 2020.

Comps on Program Management Cost ]

the document showed $3.3 million paid; however, we found the
% actual amount to be less at $647,000.
[ Audit Verification ] According to our calculations, the amount PPS paid four bond
: — program consultants was approximately $37.3 million. Although
Costs paid to multiple firms was over a .. ! . -

longer-period. similar in amount, the comparison of the new $61.5 million contract
: B for five years to the total $37.3 million paid to the other consultants

B Paid $37.3 m||||op to four consultants ) ) . ) . .
over 13-year period. is not a valid comparison because the time periods were drastically
. Almost triple the time of 2025 bond different as the consultants PPS referred to that provided program
8 program management contract, and construction management services over a 13-year timeframe.’8

The Procedeo contract averages $12.2 million a year, while the

76 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F_TBjQYZTA87?si=ElskmGxjLSIwdC90&t=8547

7 \When the Board asks PPS management and staff questions as part of its due diligence outside of public meetings through email, PPS staff respond to questions in
writing through a question-and-answer (Q&A) document provided back to the Board. Although PPS has posted this Q&A document to the Board’s public website on
at least one occasion in the past, it is not regular practice.

78 While no two contract scopes of work are identical, the other contracts were similar in nature covering typical components of program management and project
specific management and construction support.
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combined contracts PPS referred to as comparable averaged $2.9 million a year. PPS may have wanted to
move in a different direction, but the statements made to the Board in support of approval of the contract were
not accurate.

Lastly, PPS asserted that the bond program management contract has a 30-day termination clause. It reasoned
that Procedeo must be “confident in their work because that is not typically a term that most firms are willing to
accept [...] so even being able to get a firm to accept that is pretty remarkable.””® While true that the 30-day
termination clause existed in the Procedeo contract, we found that many PPS bond contracts contain a 30-day
termination clause, or less, with provisions that PPS can terminate at any time. This includes other bond-related
services for prior bond program management, construction management, general contractor construction,
construction audits, bond arbitrage compliance specialists—and our own annual bond performance audit
contract.

As part of discussions garnering support for contract
approval of the Procedeo contracts, Board and PPS
leadership attempted to establish the need to move quickly
because the bond was a failure.

Inaccurate Messaging that Bond
Program was a Failure and Board
Needed to Act Immediately May
Have Impacted Board Decisions

[ Assertions on Past Bond Performance ]

Additional comments made suggested that recent
movement on schedules of the in-progress high school
modernization projects occurred because of Procedeo’s
interim leadership—but there was no evidence to support
that messaging.

“Again, 13 years of failures of
not being able to deliver what
this community has asked for
and voted for since 2012.”

00000
e |

Audit Verification

“13 years of
failure speaks

for itself.”

For instance, assertions included that “13 years of failure
speaks for itself” and “not being able to deliver what the
community has asked for or voted for since 2012.”80 These
assertions were not supported by ten years of independent
annual bond performance audits that verified OSM has

PPS has successfully completed
projets pledged to voters.

B, " Audits verified OSM delivered on bond
&l pledges.

generally delivered on bond pledges as described in detail
in Finding 1 of this report. 81

Specifically, OSM modernized eight schools and delivered
hundreds of planned improvements for water quality, lead,

« Exceptions on Jefferson High School and

CBSE caused by Board or PPS
administration.

« Six high schools, one middle school, and

one K-8 school modernized.

« Hundreds of infrastructure, technology, and

asbestos, radon, roof, accessibility, seismic retrofit, g
. . . & curriculum projects improved.
security, and fire alarms, as well as updated curriculum
: - Board and district leadership touted this
and upgraded classroom technology. Exceptions from Biy  success as part of promoting the 2025 bond

planned schedule were primarily impacted by board
redirection or PPS leadership.

ballot measure.

7 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F TBjQYZTA8?si=ElskmGxjLSIwdC90&+t=8547.

8 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F TBjQYZTA8?si=jmlwp2XOjAF7hh1h&t=7563.

8" PPS modernized schools, improved facility infrastructure, implemented new curriculum, and upgraded technology. Modernized six high schools (Franklin, Grant,
Roosevelt, McDaniel, Lincoln, Benson), one elementary/middle school (Faubion), and one middle school (Kellogg).
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Also, in the 2025 bond ballot language, both the Board and Superintendent tout the work that had been done
to fully modernize eight schools and make infrastructure improvements in every school as part of statements
supporting the bond measure. Incorrect assertions and messaging, even if off-the-cuff and unintentional, can
result in the collective Board relying on inaccurate information as a basis for decision-making in addition to
eroding trust in the Board and PPS leadership.

Moreover, both leadership and Procedeo

provided inaccurate information about bond

projects being incomplete, implying @ more dire  “keeping a 2012 bond program rive yoars Is industry

picture than facts support and conflicting with ' | open for 13 years is indicative of a | | stangard for [spending and
. \ 82 lack of [...] not being able to bring completing] these types of

prlOf annual bond performance aUdlt reSUHS that bond program to conclusion bond programs.”

For instance, several statements implied that \aid 2017 is really on the verge.”

2012 and 2017 Bond projects were still open and

Assertions on Bond Project Status

wp . e g ” N " “Financial reconciliation [...]
that “financial reconciliations” of all the bond WT::L d;::eggt ;:ajsp::t:tr e | | was not currently in existence]
programs were not currently being done.” Yet, the | st have two open bonds?” for our bond programs.”

“‘open” items related to an administrative process
that OSM needed to close out, not incomplete %

bond capital improvements pledged to voters as -

discussed in Finding 1 of this report. Audit Verification ]

PPS has successfully completed projects pledged to voters.

For instance, there was a small balance of

. . = Audits verified obligations + Remaining funds relate to
apprOX|mater $260,000 available to Spend on ?E were met and more done extra revenues from bond
. . . h ledged. i di .
schools or improvement types designated in the fan pledge premiums and inferest
2012 Bond, but this was from extra revenue =~ 2012 Bond project »;vorkdis " poss than 0.04% of 2012
. . one-open items related to .
realized from bond sales and interest earned— B dministrative close-out » About 256 of 2017 Bond
not incomplete work pledged to voters. Less than processes. remain available.
0.04 percent of the excess 2012 Bond funds and ga  * OSMstaff performed . Other districts often take
; = reconciliations since 2012 longer than 5 years to
approximately 2 percent of the excess 2017 Bond Bond passed. spend funds.

funds remain available for additional bond
improvements more than initially planned and pledged to voters.

Although general obligation bonds have spending requirements that owners strive to meet and quickly deliver
projects, we found several other school districts also continued to spend down their bonds much longer than
the five-year standard cited. Examples of these schools include Austin Independent School District in Texas,
Beaverton Public Schools in Oregon, and Oakland School District in California.83 There was one instance where
PPS did not spend bond money timely to meet general obligation bond requirements as discussed in Finding
2 of this report. Other than that situation, PPS generally met legal spending requirements over the life of the
various bonds.

8 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F TBjQYZTA8?t=2730; https://youtu.be/F TBjQYZTA8?t=2821;
https:/fyoutu.be/F TBjQYZTA8?t=2763; https://youtu.be/F TBjQYZTA8?t=2833.

8 Austin 2017 Bond Modernization projects in progress eight years after the bond as of June 30, 2025 (Community Bond Oversight Committee Report to the Board
of Trustees, 2024-2025). Beaverton 2014 Bond Construction Program Summer 2022 Activity—eight years after the bond as of that date. Oakland 2006 bond was
largely spent prior to 2020 which was 16 years after the bond and 2017 bonds in progress eight years after the bond as of June 30, 2025 (Measures B. J. and Y
Independent Citizens’ Bond Oversight Committee Annual Fiscal Year 2023/2024 Report and Fiscal Year 2024/2025 Progress Report).
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Additionally, OSM had performed monthly financial reconciliations between the district's PeopleSoft accounting
records and OSM'’s e-Builder project management software used to manage budgets and expenditures for the
bond projects since the initial 2012 Bond. These reconcilations allowed the team to know how much money
was left on each bond cycle.

Similarly, ~ PPS leadership  stated
Procedeo made it possible to have three
modernization projects—at Cleveland,
Ida B. Wells, and Jefferson High
Schools—scheduled for construction at
the same time attributing the timeline to
changes that occurred under Procedeo’s
leadership.84 “OSM is already fallen

O O O O o apart, let’s be clear.”
Yet, as of May 2024, all three school e

modernizations had the same schedule [ Audit Verification ]
showing open for the 2028-2029 school
year. According to an October 2024 staff
memo presented to the Board, the former

[Assertions on Modernization Projects Staging and OSM Condition]

In 2025 PPS went for an 8-year bond “because PPS has never built 3 high
schools at the same time and they were staggered so [...] “the last high school
was predicted to be started or completed somewhere near 2033 to 2035. When
Procedeo came on [they] “mapped out of plan that it was possible to actually
have three high school's done the same time which means 3 to 5 years saved.”

OSM planned to build the 3 modernization schools at the same time since
2024, and has delivered on past bond pledges.

« Pre-2025 Bond schedules from

COO discussed executing three high + Schedules for three projects May 2024 showed modemizations
H H H = were planned and approved were scheduled to be built
school modernization projects elevated B before Procedeo’s leadership

. ) and involvement. concurrently and open for the
risk and placed pressure on internal PPS 2028-29 school year.

capacity and the external contract market. Audits since 2012 found o ,
) OSM generally delivered + Audit evidence did not reveal past
The memo stated OSM expectations that e ! Sg Iyd ! systemic failures with OSM across
d | d t f h pro!ec S QS pleaged even bond CyC|ES.
elays and cost overruns from such a during prior turnover.

plan would be probable.

.

On another occasion during an April 8, 2025, board meeting, OSM reiterated those concerns related to the
availability of construction labor that the market could bear. Other internal capacity concerns were raised such
as the ability for OTIS to implement technology-commissioning at three schools if they opened on the same
day.

Although OSM identified risks and constraints related to concurrent builds and stated a preference to stagger
the projects, the OSM project team stated they were weaving the schedules together to mitigate risks. OSM
plans still scheduled the modernization projects to be built on the same trajectory as set in project
comprehensive plans approved by the Board.& By fall of 2025, after OSM staff completed board-directed cost
reduction studies, all three projects remained to be concurrently built, just delayed school openings until the
start of the 2029-2030 school year.8

8 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F TBjQYZTA8?t=7749; https://youtu.be/F TBjQYZTA8?si=2UpGEfaSV6-
le8dv&t=7139.

8 PPS Board of Education regular meeting on April 8, 2025, at https://youtu.be/R8Yy5sOGBQQ?si=Pbfwd940PTJgUuh5&t=10691 and
https://youtu.be/R8Yy5sOGBQQ?si=RPCYHAsePX7F6Y3e&t=10705.

8 As shown in Cleveland High School Revised Comprehensive Plan and Jefferson High School Revised Comprehensive Plan presented at the October 14, 2025,
Board meeting and Ida B Wells High School Revised Comprehensive Plan presented at the November 4, 2025, Board meeting.

STOBERG *EVASHENK Page |62


https://youtu.be/F_TBjQYZTA8?t=7749
https://youtu.be/F_TBjQYZTA8?si=2UpGEfaSV6-le8dv&t=7139
https://youtu.be/F_TBjQYZTA8?si=2UpGEfaSV6-le8dv&t=7139
https://youtu.be/R8Yy5sOGBQQ?si=Pbfwd940PTJgUuh5&t=10691
https://youtu.be/R8Yy5sOGBQQ?si=RPCYHAsePX7F6Y3e&t=10705

Further, another statement was made at the same December 2, 2025, board meeting that claimed OSM had
fallen apart. Although there was a vacancy in bond leadership in OSM once the Senior Director resigned, there
was no evidence provided to indicate that the OSM project delivery team was falling apart. Bond projects
continued to be implemented as planned (even during periods of past turnover) as discussed in Finding 1 and
Finding 3 of this report, and OSM’s work continued to plan three simultaneous modernization projects on a
concurrent schedule prior to Procedeo’s involvement.

While PPS asserted to auditors that there were serious issues within OSM that had to be addressed
surrounding processes and people, public comments that an entire department of more than 30 staff was falling
apart without additional or explanatory context conflicted with past bond performance audit work that found
OSM processes and bond delivery framework generally aligned with best practices (although improvements
were recommended) and bond projects were being completed.8

PPS’ Actions Working with Government busmes§ must belconducted |r_1 a maqner above

. . reproach, and spending of public funds requires a high degree
Procedeo Discussing the of taxpayer trust. As such, public contracting relies on controls
Framework of the OSM and processes for fair and open competition to secure the best

value for goods and services. Prior to awarding the bond
program management services contract, PPS informed us
that they met with several firms, industry contractors, and

Reorganization and the
Structure of the Bond Program

Management Contract Later other school districts to craft options for changing the bond
Awarded to Procedeo Increases ~ delivery approach.

Risk of a Compromised According to PPS, this change was needed to address what
Procurement Process they viewed as past bond failures and to ensure a successful

outcome for delivering three high school modernizations on
the same schedule given the risks expressed by the prior Chief Operating Officer and OSM leadership.88 Yet,
limited documentation was available establishing relevant or substantial interactions with multiple firms, apart
from repeated dialogue with Procedeo. Evidence shows PPS met with the winning consultant to discuss the
potential framework for reorganizing the bond program, as well as procurement methods, increasing the risk of
hampering with fair and open competition and giving an advantage in the contract solicitation and award
process which could lead to higher costs. Although the Board approved the bond program management
services contract in December 2025, PPS executives were engaging with Procedeo beginning in October 2024.
Exhibit 18 on the next page provides a timeline of events.

8 PPS disagrees with our conclusions about the state of OSM. In addition to leadership transitions and other staff concems noted by PPS, they cited the volume of
prior annual bond performance audit recommendations as being a contributor to their conclusion on the serious state of OSM and that a former Board member called
for more transparency and oversight from the Board and district leaders. Although PPS asserted that previous annual bond performance audits identified repeated
weaknesses in certain areas, the district did not accurately understand the context or severity of prior findings and recommendations we made that PPS asserted as
support for its disagreement of our past assessment of OSM’s bond program and project delivery. There was no repeated weakness found by the auditors as asserted
by PPS and most recommendations focused on “improvements” and “enhancements” that could be made by OSM rather than critical deficiencies or were related to
areas outside of OSM purview including equity, CBSE, or Board oversight.

8 PPS provided us with an email from a local office of a design and management firm of transportation, land development, water resources, and energy projects dated
August 2024, with names of other firms in response to PPS’ requests for referrals for firms that could provide independent cost estimation for the high school projects.
Also, PPS provided an email from a Beaverton Public Schools representative suggesting possible cost drivers for PPS projects. The email also summarized general
thoughts from one local contractor about working with PPS do not want to work for PPS. Neither document was focused on bond program management services or a
new delivery approach.
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EXHIBIT 18. KEY PPS AND PROCEDEO INTERACTIONS BETWEEN OCTOBER 2024 AND DECEMBER 2025

Procedeo Initial Email o
10.28.24 After a 2024 Council of Urban Boards of Education conference, Procedeo initiates
contact with PPS “to explore potential collaboration opportunities.”

Superintendent tells Procedeo that the firm's work aligns with current PPS needs
around staffing and school modernizations. Sets meeting for 04.08.25. On 04.09.25,
Superintendent asks to reconnect with Procedeo to “talk through possible next steps™
and explore “what support could look like for our Jefferson project.”

Procedeo sends proposal to Chief of Staff to accelerate construction and completion of
Jefferson High School for $260,000 for 9-months. Other options included an extension
through construction for $980,000 for 36-40 months, or a 4% fee contract if awarded
the construction manager role including a staffing & process audit for 48-60 months.

Staffing & process “audit”
slated to evaluate gaps in
communication,
procurement, org chart,
roles & responsibilities,
staffing capacity,
leadership, resources,
expertise, and
accountability.

OSM sends Procedeo a scope of work for an “initial scope of work” to (1) provide
actionable recommendations to reduce costs/expedite project schedule on Jefferson
High School & (2) help definefinform scope of future RFPs for ongoing consulting
services to support the bond.

Procedeo Awarded $149,500 Contract

O

Procedeo responds to scope of work with proposal of $149,500. PPS executes the
contract on 6.13.25 and work commences.

Procedeo provides PPS with a Jefferson High School Executive Summary Report that
concludes OSM is “overstaffed,” OSM “has no sense of ownership,” and PPS needs to
“hire an owner’s rep firm and that efficient bond program management should pay for
the majority of the firm's fee.” Procedeo says it will send PPS a sample RFQ “to hire a
firm by 9/2025.”

Procedeo sends Superintendent and Chief of Staff an RFQ they won with similar scope
of services as “we have been talking through regarding the 2020 and 2025 Bond
programs...which provides PPS the option to forego a formal RFQ process.”

On at least three separate occasions, Superintendent, Chief of Staff, and Legal staff
scheduled meetings with Procedeo. Topics discussed are unknown.

PPS & Procedeo Meetings o
Superintendent and Executive Team met with Procedeo to discuss Jefferson High Meeting Agenda Included:
School in addition to topics related to the firm's services and ability to help PPS. « Who we Are
Subsequent dinner meeting was held with the Superintendent and Chief Legal Officer. « Why we are Here
Procedeo Awarded $487,500 Contract Extension * How Procedeo can Help

s Proposal

* Scope of Work

e Pricing & Terms
e Hiring a Program

Board approves a $487,500 extension of Procedeo’s initial contract for Jefferson High
School services to additional provide interim leadership for OSM and supplemental
staffing and resources as needed through 12.9.25.

. . Manager
09.17.25 and 09.18:25. PPS attorneys meet with Procedeo and their attorneys ‘ « Why Procedeo & Why
09.18.25: PPS provides Procedeo with “Turner Townsend-AECOM actuals to date” \ Now
09.19.25: PPS attorneys communicate with Procedeo about pause on modemnizations.

\ Procedeo Awarded $61.5M Contract
After competitive solicitation, the Board approves PPS’ contract with Procedeo for
$61 million to provide bond program management services for a 60-month period.

Note: According to PPS, the agenda related to an earilier meetiing with Procedeo on 08.07.25 with the Superintendent, Chief of Staff, Senior Chief of Schools, Chief
Legal Officer, contracted legal staff, and Chief of Integrated Operatsions.PPS Chief Legal Officer asserted to auditors that dinner attendees had paid for their own
respective meals and the agenda items were not discussed.
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Communication started after a 2024 Council of Urban Boards of Education conference when Procedeo emailed
PPS leadership. In that email, Procedeo stated that they “would be delighted to explore potential collaboration
opportunities” and were “more than happy to help you with your audit at no cost to you.” This could be perceived
as attempting to seek favor for future procurements from PPS by providing services for free. Especially given
that Procedeo ultimately received two contracts from PPS—an initial $149,500 contract (later amended to add
another $488,000) and a $61.5 million contract for bond program management services. PPS leadership replied
to Procedeo in the spring of 2025 stating their work aligned with leadership’s need around staffing and school
modernization, and that PPS wanted to talk through possible next steps with Procedeo.

Subsequently, Procedeo sent a proposal in April 2025 related to Jefferson High School and “what a longer-
term partnership would look like from design completion through project completion.” The Superintendent, Chief
of Staff, and PPS legal staff along with representatives from Procedeo exchanged multiple emails and held in-
person meetings. Several specific email exchanges occurred after PPS awarded the Jefferson High School
contract to Procedeo and did not include OSM’s Senior Director over the bond program, as would be expected,
given the OSM Senior Director’s technical subject matter, bond responsibilities in general, and oversight of
bond projects—in addition to the fact that Procedeo reported to the OSM Senior Director as part of the contract
related to Jefferson High School. According to PPS, the OSM Senior Director was involved in other
communications about the outsourcing of bond program management.

These PPS actions conflict with public procurement best practices designed to protect the integrity of the
process to ensure best value in using public funds and implement appropriate controls to fully ensure fair and
open competition. We found:

e The initial contract PPS awarded for $149,500 was under the board-approval threshold, with a scope
of work to reduce costs and expedite the schedule for the Jefferson High School project. The contract
also contained deliverable requirements to provide a dedicated project staffing plan for the project that
could be adaptable to other high school modernization projects. Contract language described PPS
long-term plans “to expand its capacity in program management, project management, and
construction management services” to support the multi-billion-dollar bond program. The contract also
stated PPS’ intent to issue future requests for proposals to procure support for these services over the
next 5 to 10 years.

e PPS'initial contract with Procedeo called for the firm to “help define/inform the scope of the RFPs”
mentioned in the scope of work to expand PPS long-term capacity in program management, project
management, and construction management services through competitive processes for support.”

o After PPS executed the initial contract on June 13, 2025, emails show Procedeo discussed providing
bond program management services on several occasions. For instance, two weeks after the contract
started, Procedeo provided a report stating that PPS needed to hire an owner’s representative firm
where the majority of the firm’s fee could be paid for through efficient bond program management. The
consultant also sent over a sample request for qualifications to hire a firm.&

e As shown in Exhibit 18, in August 2025, Procedeo emailed an agenda and Power Point deck for a
meeting with the Superintendent and executive leadership. The topics in the Procedeo deck included

8 The RFQ was to hire a firm by September 2025 per the Procedeo Jefferson High School Executive Summary Report dated July 2, 2025.
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how Procedeo could help, a proposal and scope of work, pricing and terms, and opportunities for hiring
a program manager Later that month, Procedeo also met with the Chief Financial Officer to discuss
bond financial planning—although the firm was only contracted to focus on Jefferson High School at
the time. While Procedeo reported to the Senior Director of OSM, Procedeo held multiple planning
meetings with PPS executives not directly involved with the contract.

e In August 2025, two months before PPS issued its competitive procurement for bond program
management services, Procedeo sent the Superintendent and Chief of Staff a sample RFQ the firm
had won with a similar scope of services as “we have been talking through regarding the 2020 and
2025 Bond programs” that would “allow PPS to forgo a formal RFQ process.” Best practices strictly
prohibit consultants from participating in the design and development of a prospective contract scope
as it would give them an unfair advantage that would be contrary to public procurement laws. However,
we did not find evidence that PPS adopted the sample RFQ sent.

e Atthe September 9, 2025, board meeting, the Superintendent brought forward a contract amendment
for Procedeo to fill an unexpected vacancy at the Senior Director level in OSM. She stated intentions
to have Procedeo to bring forth a plan—"not just a few months and we're done”—but for a long-term
strategy for getting the three high school modernizations done. At that same meeting, the
Superintendent conveyed her intention of outsourcing the bond program as a “strategy bringing in a
team that has national expertise executing a billion-dollar bond program with multiple builds going on
at same time.” The Senior Chief of Operations stated that a “rightsizing conversation would happen”
as part of that outsourcing strategy and “Procedeo would be involved” with staff rightsizing
conversations.

PPS discussions and actions related to working with the consultant on a plan for bond management services
and having Procedeo be part of staffing recommendations add another level of risk that the competitive nature
of the solicitations would be compromised. Also, PPS’ activities surrounding this contract are contrary to best
procurement practices and controls designed to prevent unfair advantage to a vendor. The statements PPS
made publicly prior to the solicitation may have also limited competition, when other competitors hear of PPS’
intent to work with Procedeo, since only two other contractors submitted proposals once PPS advertised the
solicitation. Ultimately, the Board awarded an approximate $61.5 million bond program management contract
to Procedeo in December 2025.

When PPS procured its first bond program management

Design of Competitive
g P consultant for its $482 million 2012 Bond, it required proposers

Procurement Experience to demonstrate experience delivering capital projects and
Thresholds were Notably Lower  programs worth at least $250 million. In October 2024, in
Than Previous Solicitations preparation for the 2025 Bond, OSM issued another RFP that

required potential firms to have at least five years of company
experience on capital construction programs of at least $500 million. While that RFP was eventually cancelled,
that experience threshold better aligned with the total dollar value of the PPS’ capital construction portfolio as

9 When asked by board members, PPS executives and procurement staff vigorously asserted that Procedeo did not craft the scope of the bond program management.
Further, we did not find any evidence that would contradict those statements.
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shown in Exhibit 19.9" However, for the 2025 solicitation, PPS only set the experience threshold at $150 million
for projects as well as reduced the experience from more than 5 years to more than 3 years.

EXHIBIT 19. PPS BOND PROGRAM MANAGEMENT RFP EXPERIENCE THRESHOLDS

PPS 2025 Bond Program Management RFP 2025 RFP 2024 RFP 2012 RFP
Managed Bond Portfolio $1.4B ~$2.5M $482M
Experience >3 years >5 years §250M
Projects managed during the past 3 years with a final Construction >

Cost of $150M or more >3150M >3500M

Source: PPS Bond Program Management RFP No. 2025-036, RFP No. 2024-030 (cancelled), RFP No. 2012-1569.

Note: The RFP in 2024 did not specifically identify a dollar amount of the bond portfolio to be managed; however, at the time of the RFP issuance, PPS was in the
process of developing the $1.8 billion 2025 Bond which would be included in the program scope. We combined the $1.8 billion expected from the 2025 Bond with
the $700 million remaining balance from the 2017 Bond and 2020 Bond to arrive at $2.5 million. In 2023, PPS advertised RFP No. 2023-014 for PMCM services as
well but stated the primary focus of the contracted work was for construction management services in the construction phase, so we did not include the RFP.92 The
2012 RFP required references for projects completed in last 5 years but did not the experience scoring criteria did not specify years of experience.

The lower $150 million threshold may have been an attempt to allow for more competition. However, given that
the three 2025 Bond high school modernizations had construction budgets of at least $349 million each at the
time the RFP was issued, reducing the experience threshold by 60 percent increases risks that a less
experienced consultant proposing on the RFP may not be qualified to manage a multi-billion-dollar construction
portfolio.

PPS Did Not Score Written As pari of competitive solicitations,“ PPS formaily instiucts its
evaluation committee members to “render a fair and impartial
Response to Bond evaluation based exclusively upon the evaluation criteria contained
Program Management RFP in the RFP, and the contents of the offerors’ proposals.” Instructions
in Accordance with its also provide general guidance for how evaluators could score and
L L assign points to individual RFP categories, but the instructions do
Solicitation Criteria not dictate how evaluators assign weight when one RFP category
has multiple components to be evaluated but only one score.9

91 PPS recalled the 2024 bond program management RFP in December 2024 because OSM leadership wanted to include interviews after proposals were received
and the original RFP did not specifically state the requirement for interviews.

92 Contracted bond program management services, that typically include construction management services, are referred to as Program Management Construction
Management (PMCM) services.

93 Per the PPS solicitation evaluation instructions—if an evaluator decides the offer is better than neutral, then points should be added “to the neutral score up to the
maximum possible,” and vice versa, points could be deducted from the neutral score if the offer has “detrimental aspects.” A “neutral score” represents the median of
the maximum points available. For example, assuming a score on a 0-10 scale, the neutral score would be a 5 on that scale.
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The 2025 bond program management RFP required
proposers to describe their firm’s experience with both
program and project management.¢ For project
management, PPS required the proposer to identify
three capital improvement projects “‘with a final
construction cost of $150 million or more,” among other
provisions. We found that PPS instructions did not
clearly define and most PPS evaluators did not properly
score all proposals against that criterion.

Specifically, while two of the three proposers met this
provision providing three project examples with amounts
meeting the dollar threshold, the Procedeo proposal did

B. Firm’s Experience

The proposal must include the full corporate name of the entity that would enter
into the contract and any trade or assumed business name(s) of the
corporation, and the experience that the corporate entity has had in the last five
years with managing construction bond programs similar in size and
composition to that of the District.

Program Management

Preference will be given to Proposers who have provided substantive bond
construction program management to (in decreasing order of priority) K-12,
higher education, and public agencies. For each program, provide at a
minimum information regarding the total construction value of the projects
directly managed by the Proposer, the contract dates and total contract value
of the program management contract, client contact information, and a
description of pertinent similarities to the scope of services described in the
Statement of Work.

Project Management

Provide at a minimum three capital improvement projects managed by
Proposer during the past three years that demonstrate similar project
management scope and services as described in the Statement of Work.
Identified projects must collectively include all project phases from conceptual
planning to closeout and turnover. Identify only projects with a final construction
cost of $150 million or more. Preference will be given to Proposers who have

managed high school modernizations or projects containing similar
programmatic composition or complexity.

not provide three projects with cost information. Rather,
only one project was highlighted in the proposal, but
Procedeo did not provide a construction cost amount, as
required in the RFP.9 For this component of the solicitation, PPS evaluators of the written proposals should
have reduced points awarded to reflect non-compliance with the requirement.

For each project, describe Proposer's scope of project management services,
project phases managed, construction procurement method, initial and final
construction contract values, baseline and final construction schedules, and

PPS procurement records indicate that some
evaluators gave Procedeo a higher score
than the other two proposers who met the
criteria by providing three examples of
projects of at least $150 million. On average,

PPS evaluators gave Procedeo 10 of 15
Wt 155 G eam o support o aoas snc e, @VAIlALIE points for that firm  experience
component, even though the proposal did not meet the project-level firm experience criteria since cost
information was omitted and only one project was provided. Explanatory notes from the evaluators did not
mention that the Procedeo proposal did not meet that part of the solicitation criteria.

Project Scope: This project included a new multi-story,
110,430-square-foot addition, creating a central plaza to
the north of the existing building. The addition houses
fine arts, visual arts, a media center, science classrooms,
athletics, and the school's CTE and JROTC programs. The
project also included 20,000 square feet of renovations to
a historic campus building built in 1936, relocation of the
baseball field, additional student parking, and removal of
portable classrooms from the campus. PROCEDEO is
responsible for managing all processes, from planning
through close out, on the Amon Carter-Riverside High

FORT WORTH ISD

AMON CARTER-RIVERSIDE

Because PPS Contracting Rules require staff to evaluate competitive RFPs “only in accordance with criteria
set forth in the RFP and applicable law,” PPS could only evaluate and score proposals against criteria based
on the information provided.% In this solicitation, since the RFP required a program management component
and an individual project management component as part of scoring the “firm experience” section, we find that
each component would count as half of the “firm experience” section.®” Using this methodology to adjust and
recalculate the firm experience score from each evaluator, we find that the lower total score on the written
proposal combined with the existing scoring from the interview portion would have changed the outcome of this
solicitation.

9% See the “Introduction and Background” section of this audit report for details on differences between program management and project management.
% The highlighted project—Amon Carter-Riverside at Fort Worth ISD had a final budget of $52.7 million per the Fort Worth ISD Board meeting, January 21, 2025.
% 2024 Portland Public Schools Contracting Rules, PPS 47-0740 and PPS 49-0650.

97 The 2025 bond program management RFP did not provide any information or clarity on how “firm experience” was valued between program management or
individual project management experience and examples.

SJOBERG EVASHENK Page |68



Because there was discretion in how evaluators could score proposal components, PPS should have provided
clear instructions on scoring proposals with more defined structure for assessing against criteria and ensuring
criteria was met. Nonetheless, not all PPS evaluation panel members properly scored the proposals received.

Evaluation Member was PPS did not adequately ensure that panel members with potential bias
were prohibited from participating in the evaluation of proposals on bond
Part of Outreach program management solicitation. Specifically, prior to the solicitation
Discussions That Could  and evaluation for the bond program management contract, the Chief of
Be Viewed as Partial Staff was part of multiple interactions with Procedeo about the role
Procedeo would take on as part of bond program services before the
firm was under contract. After PPS selected the Chief of Staff to be on the evaluation panel for the bond program
management solicitation, the discussions with Procedeo could be viewed as introducing bias into the evaluation
which increased the risks that the integrity of the contract award was jeopardized.?® The Chief of Staff did not
disclose those past meetings and discussions in PPS’ conflict-of-interest forms required to be completed by all
members of the RFP evaluation panel. PPS’ conflict-of-interest statement for this RFP asked evaluators to
certify that they “have not and will not participate in personal meetings, lunch, entertainment, or have any other
direct contact with a respondent, or potential respondent, nor have | or will | discuss proposal strategy with any
respondent or other outside party.” Having a person or people who had been communicating with the bidder
on bond planning and program management services for several months increases risk of bias and skepticism
as to the fairness of the evaluation. Other evaluators had experience and communications with one or both
bidders, although those interactions were mostly related to individual project delivery work and not related to
bond program management or a new bond delivery approach.

Government entities need to take precautions to avoid situations where the public could view a public official’s
actions as giving an unfair advantage to one proposer over another, even if individuals act fairly and unbiased
in their decision-making. Especially given the sensitivity surrounding bond funds and public scrutiny of district
bond actions, PPS did not employ sufficient controls to protect the integrity of and mitigate risks related to the
bond program management consultant selection process.

Post-Award Activities During the audit, we were made aware of concerns related to
. . activities after the award of the bond program management contract.
Raise Questions and These matters surrounded Procedeo’s hiring of individuals to work
Heighten Risks of Impaired  on the bond program that had ties to PPS. Because these concerns
Independence to Monitor related to the bond contracting and program delivery of the bond, we
considered them as part of this audit. Specifically, after PPS
awarded a contract to Procedeo, an individual related to the PPS
Superintendent was hired into a position associated with the PPS bond program. According to press reports,
the Superintendent disclosed the relationship and employment to Board Leadership—although we did not see
any written disclosure. According to one board member, the full Board was not notified by the Superintendent
or by Board leadership about the employment.

Consultant Performance

% In our experience, a competitive public sector procurement for PMCM services would typically use a technical team including an executive over the capital program,
capital improvement director, and one or more project managers. Past procurements for PPS bond program management services only included the Senior Director
of OSM, directors of construction, capital project managers, and facility managers, and contracting staff.
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Additionally, Procedeo hired two former board members to help introduce the firm to the community as needed.
The newly hired former board members were on the PPS Board when Procedeo was first hired in June 2025
but did not vote on the contract because it fell below the Board's delegated authority. We found both board
members’ terms with the PPS board expired on June 30, 2025, five months before the Board approved the
bond program management contract. At its December 2, 2025, board meeting, one of the former board
members testified to the current board in support of PPS hiring Procedeo as an external program management
partner. Within six months, Procedeo hired the former board member.

We find that these facts alone do not suggest contracting rules were broken, nor does PPS exercise control
over Procedeo’s hiring practices. However, taken as a whole and in light of the missing controls, various
communications before the RFP, and compromised competition observed in the evaluation and award of the
Procedeo contract, as well as favorable contract provisions and overpayments to Procedeo (as described in
Finding 5), the familial connection increases risk that the agency-contractor relationship has become
insufficiently arm’s-length to ensure objective scrutiny and oversight of contract provisions impairing its
independence in monitoring Procedeo’s performance and actions. To mitigate this risk, management’s
oversight of the contract should be reviewed as part of OIPA’s responsibilities suggested in audit
recommendations related to bond financial integrity and controls.

These facts together—PPS’ early discussions with the consultant and discrepancies identified in the
competitive solicitation and award process—increase risk that the competitive nature of the solicitation and
award of this $61.5 million contract may have been compromised and the value received considering the
competition may have been limited.

SJOBERG *EVASHENK Page |70



Finding 4: PPS

Recommendations

To ensure data provided
publicly is accurate and
reliable for decision making,
employ stronger controls,
ensure best value is received
from contracting dollars,
mitigate risks of possible
protests and litigation from
compromised competitive
proposals, and strengthen
public trust to move the bond
program forward in a
transparent manner

15.

17.

18.

Publicly clarify that remaining active projects from the 2012 and
2017 Bond programs relate to additional facility improvements
that PPS was able to provide as funded by bond premiums and
interest earnings, and not indicative of bond work not
completed.

Establish, document, and follow protocols for market outreach
or collaboration with potential bond consultants and
contractors in the industry that prevent situations that could
compromise competition, mitigate potential risk of conflicts of
interest, protect the integrity of the contract process and related
scope of work, and are transparent.

Strengthen solicitation processes to (1) modify protocols for
selection of evaluation panel members to guard against
conflicts (2) ensure instructions for evaluating proposals
exclusively against criteria contained in solicitation materials
are clear, and (3) clarify instructions surrounding completion of
required conflict of interest disclosures and review disclosures
for solicitations to ensure instances of actual, potential, or
perceived conflicts are mitigated. These procedures should be
included in pre-RFP training of staff before evaluating
proposals to provide procedures and tips to help accurately
evaluate and score proposals.

Develop or procure training focused on practical examples of
ethics, conflicts, and fraud, waste, and abuse situations geared
to the bond program that also identify red flags that heighten
risks of compromised solicitation and require annual training
for the Board, PPS leadership and staff, and contractors
involved with the bond program. This training is meant to
supplement legal training provided to the Board on public
meeting rules and ethics for public officials.
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Finding 5: External Bond Program Management is Common, but
PPS’ Contract Contained Financial Terms That Disproportionally

Benefit the Consultant and PPS Overpaid More than $762,000
Among Other Risks Noted

Given concerns raised and risks identified, we also reviewed the bond program management contract and
related contracts as they directly impact project delivery and processes. We found the financial terms of PPS’
contract with Procedeo are not structured in alignment with best practice or comparable industry contracts
increasing financial risks to the bond program by overpaying for services or not receiving paid services as
intended.®® Further, we found PPS did not exercise control over the contract that aligned with industry best
practices. These lax controls included missing invoice review resulting in more than $762,000 being overpaid
to the consultant and contract terms that required limited deliverables or written status reports, insufficient
support of work conducted as part of monthly invoicing, and missing limits for qualifying for incentive fees.100
Additionally, the structure of PPS’ contract provisions allowed Procedeo to make internal staffing
recommendations and external competitor contract recommendations that resulted in a financial gain through
increased monthly payments as part of contract terms.

Negotiations for Bond Program After advertising and competitively soliciting for bond

program management services, PPS ultimately awarded
Management Contract Fees and Procedeo a contract for $61.5 million in December 2025.

Calculations Resulted in a Higher PPS contracted with Procedeo to provide “comprehensive

Price That Could be Millions Lower  professional program and project management services

in capital development and construction to lead and

oversee the delivery of bond-funded District construction projects and provide administrative oversight to the

Office of School Modernization functions.” The contract was for a 5-year term from December 10, 2025, through
December 9, 2030.

PPS negotiated the $61.5 million compensation for program management services by applying a 4 percent fee
against the “remaining budget” of projects to be managed by the consultant, cited as industry standard. 19! This
resulted in a base compensation of $55 million and $6.5 million in incentive compensation.'02 The specific
project budgets used in the compensation calculation included the modernization projects at Cleveland, Ida B.
Wells, and Jefferson High Schools in addition to CBSE using data from OSM's project management system (e-
builder). However, PPS used an inaccurate basis as part of its calculation methodology and its 4 percent fee

9 Controls and risks related to contracting based on COSO Internal Control—Integrated Framework, United States Government Accountability Office’s Standard for
Internal Control in the Federal Government, and the AICPA Accounting and Audit Manual Nonauthoritative Practice Aid in addition to PPS Contracting Rules based
on Oregon Revised Statutes, and Principles and Practices of Public Procurement from The Institute for Public Procurement.

100 When informed by the bond performance auditors of the overpayment, PPS processed an adjustment of $347,304 with Procedeo’s August 2026 invoice. We
disagree with that amount since it did not include costs for March 10-31, 2026, and bond-funded positions in curriculum, information technology, RISE support services
(such as accounting, purchasing and contracting) and other external consultants’ costs as detailed in this Finding 5.

101 PPS Board of Education regular meeting on December 2, 2025, at https://www.youtube.com/watch?t=7634&v=F TBjQYZTAS.

102 |n September 2026, PPS informed auditors that it had revised the total base fee from $55 million to $50.3 million which equates to a new fee of 3.65 percent.
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percentage was at the higher end of industry standards based on programs or projects substantially smaller-
sized than those at PPS. This resulted in a higher priced, negotiated contract.

Base Contract Budget Calculations were Incorrect by over $500,000

Although applying a fee based on “total remaining budget” of projects to be managed is one accepted industry
method of compensation, there are other pricing models available for program management services including
determining compensation based on hourly rates plus direct costs, lump sum fee, cost plus fixed fee, or
estimated construction budget.13 As is typical in industry, pricing terms can be negotiated and adjusted for a
variety of reasons such as, but not limited to, program or project specific circumstances and requirements,
complexities, scale, experience, and availability of owner staff and other consultants. Thus, program
management compensation can vary widely depending on the model used and the needs of the owner.

One week after PPS issued the “Notice of Intent to Award” for the bond program management contract and
one week prior to board contract approval, PPS used e-Builder data from November 25, 2025, to calculate the
$55 million base compensation for Procedeo. However, this remaining budget data was not accurate as it did
not deduct payroll costs incurred for in-house PPS project management staff totaling more than $3.3 million
since the start of those projects.'04 Once correctly adjusted, the base compensation should have been $54.5
million—$549,000 less than what PPS negotiated for the contract as shown in Exhibit 20. According to PPS,
in-house project management staff costs were not deducted since those costs are captured outside of the
individual modernization budgets. Yet, because the starting budgets for these projects from their
comprehensive plans used for the contract basis were inclusive of in-house project management staff, the
calculation should have been reduced by those amounts to avoid overstating the fee basis.

EXHIBIT 20. PROCEDEO BASE CONTRACT MATHEMATICAL ERRORS

Cleveland (Marshall Swing Site) $137,500 Incl. with Cleveland HS
Cleveland HS Modernization $464,540,023 $461,486,903

Ida B Wells Modernization $446,024,796 $437,737,897
Jefferson HS Modernization $442,344,190 $440,097,761
Center for Black Student Excellence $23,000,000 $23,000,000

Fee Basis Total for Calculation $1,376,046,510 $1,362,322,560
Negotiated Fee Percentage X 4% X 4%

Base Compensation $55,041,860 A ‘ $54,492,902

Contract Incentive Compensation $6,500,000 $6,500,000

Total Compensation $61,541,860 ‘ $60,992,902

103 Industry Guidance from 2024 Construction Management Association of America (CMAA) Construction Management & Program Management Fee Survey, 2011
CMAA An Owner’s Guide to Construction and Program Management, Other comparable program management contracts, and SEC Capital Delivery Audit Library.
104 According to the Chief Legal Officer, remaining budget is the unspent budget. PPS Board of Education regular meeting on December 2, 2025, at
https://youtu.be/F TBJQYZTA8?t=6494.
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“Remaining Budget” “Remaining Budget”

Procedeo Fee Basis

per Procedeo Contract per Audit

PPS Should Reduce Procedeo Base Contract By $548,958

Source: Revised Comprehensive Plans for Cleveland, Ida B. Wells, and Jefferson High School modemization projects
approved by the Board between October 14, 2025, and November 4, 2025, and e-Builder files.
Note: A Contracted Base Compensation = $1,376,046,510 x 4% = $55,041,860.

Negotiated Fee for Procedeo Contract was on the Higher End of Industry Range

When PPS leadership presented the Procedeo bond program management contract to the Board for approval,
management described how they negotiated a 4 percent “industry standard” fee percentage to apply against
total remaining bond project budgets and arrive at the $55 million in base compensation. While the 4 percent
fee is from a Construction Management Association of America (CMAA) publication—guidance that is widely
accepted as industry leading practice—there were flaws in PPS’ interpretation and use of that data to determine
Procedeo’s fee as shown in Exhibit 21. According to PPS, the negotiated fee reflected a premium for the
complexity surrounding the three modernizations that are all being built concurrently and scheduled to open at
the start of the same 2029-2030 school year.

Although these schools represent the largest trio of PPS high school modernizations with current plans to open
simultaneously, OSM also delivered three modernizations along the same time under the 2012 Bond.105
Likewise, OSM delivered three 2017 Bond modernizations on similar schedules, despite challenges with the
COVID pandemic, along with hundreds of other health and safety and infrastructure improvements as
discussed in Finding 1.1% Moreover, while Cleveland, Ida B. Wells, and Jefferson High Schools are all
scheduled to open for the start of 2029-2030 school year, their construction phases are staggered with new
building construction scheduled to start at the same time only for Cleveland and Ida B. Wells (December 2026).
Construction for Jefferson High School will start six months later during summer 2027.

EXHIBIT 21. FEE USED FOR BOND PROGRAM MANAGEMENT CONTRACT WAS HIGHER THAN BEST PRACTICE CITED

PPS Negotiated 4% Bond Program Management Fee Based on CMAA Industry Survey

At the December 2, 2025, board meeting, PPS leadership discussed the genesis behind the bond program management fee
stating, “the 4% is well withing industry standard [...] The Construction Management Association of America sent out a survey to
multiple districts across the nation—the percentages range from 3 to 6% and 4 to 7%, so we employed this piece in negotiations
or at the low end around at 4%.”

Bond Program Management Fee Does Not Align with CMAA Industry Survey

v CMAA survey was not only sent to multiple school districts. Only 21% of survey respondents were public sector owner
organizations, while 51% of the respondents were private sector PMCM consultants.

v" Survey respondents in Education included both K-12 districts and higher education, not only K-12 districts like PPS

v The median fee for education programs and projects was 3.5% and ranged between 2.5% and 5%. Based on that data, the
4% negotiated by PPS is on the higher end.

105 2012 Bond Modemizations—Faubion PK-8, Franklin High School, and Roosevelt High School opened in August 2017.
106 Three 2017 Bond Modernizations—Kellogg Middle School and McDaniel High School opened in September. Lincoln High School opened in August 2022.
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Additional Relevant Data PPS Should Have Considered

v' Survey results were based on projects substantially smaller than those at PPS—the typical project and program cost was $32
million with only 10% of survey respondents reporting projects and programs valued at over $200 million.

v Most survey respondents reported projects and programs were delivered using a design-bid-build method whereas all PPS
high school modernizations use the CMGC delivery method.

v CMGC projects typically negotiate a lower median fee of 3.4% than design-bid-build projects where the median fee is 6.5%.
Because a CMGC approach is more collaborative between owner, architect, and contractor during design and construction
compared to design-bid-build where contractors are not involved during the design phase at all, PMCM fees are generally less
for CMGC.

v' Education programs and projects used “percentage of construction contract value” as basis for estimating the fee, unlike PPS
who used percentage on “remaining total budget.” The main difference is that the construction contract value is part of the
total project budget—thus, any fee percentage applied to the construction contract value will be inherently lower than when
applied to the total project budget. The response rate for this fee type, “percentage of construction contract value,” for CMGC
contracts has doubled over the last 10 years.

Source: PPS Leadership Assertions from PPS Board Meeting December 2, 2025: https://www.youtube.com/watch?v=F TBjQYZTA8&t=7634s. CMAA 2024
Construction Management & Program Management Fee Survey.

While PPS has discretion over amounts paid as compensation for its program management consultant, we
asked for details behind the price negotiations. In September 2026, PPS provided several email exchanges
and draft contract documents showing negotiations with Procedeo for their bond program management fee,
which were not available to the audit during fieldwork. Those records show evidence of PPS negotiating a lower
total amount than initially proposed and achieved by reducing the contract scope from having responsibility for
all bond program activity since 2012 to more narrowly being responsible for the management of Jefferson,
Cleveland, and Ida B. Wells High School modernizations along with CBSE. PPS asserted that while Procedeo
had proposed a fee of 5 percent of project construction costs, they negotiated a lower 4 percent fee on total
remaining project budgets. Yet, both calculations result in the same amount. Specifically, 5 percent of the
$1.105 billion construction budget total for the modernization projects and CBSE calculates to $55.3 million
and 4 percent of the $1.376 billion remaining budget (for the same modernization projects and CBSE) is
$55.04M—nearly identical with no material effect on the contract base compensation—and no significant cost
savings achieved.

PPS’ Negotiated Fee Percentage Was Higher Than Other School Districts Reviewed

When we compared PPS’ negotiated fee to other PMCM consultants paid by school districts with large capital
improvement programs, we found that the fee PPS used for the Procedeo contract was similar to the fee
negotiated at the Fort Worth Independent School District (also with Procedeo)—but was higher than other
school districts reviewed and higher than prior PMCM contracts PPS negotiated.'07 For perspective, as shown
in Exhibit 22, the prior PMCM fee PPS negotiated in 2012 for similar program management services, although
for a smaller bond amount, was only 0.9 percent. Likewise, the San Diego Unified School District recently
negotiated a 1 percent fee for its recent $3.2 billion bond. None of the comparison school district contracts for
PMCM services we reviewed contained any incentive provisions.

107Fort Forth ISD entered into a contract with “Procedeo Group”, which was a Joint Venture between CORE Construction Services, Inc., Foster CM Group, Inc., Orcutt
Winslow, LLLP, and McKissack & McKissack of Washington, Inc. Procedeo was not the sole contract holder.
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While these other school districts with lower PMCM consultant fee percentages may not face the exact same
unique challenges PPS is tasked with delivering three large modifications on the same schedule, they are likely
to face other distinct circumstances creating obstacles relative to their environment. Thus, we question whether
the higher than industry fee along with incentive payments proportionally correlates to the risks identified by
PPS leadership.

EXHIBIT 22. COMPARISON OF PMCM CONSULTANT FEES, IN ORDER OF MOST RECENT CONTRACT AWARD YEAR'%8

Program or
o Year ) PMCM PMCM
Owner Organization PMCM Consultant Awarded Project Fee Amount?  Fee %3
Value '
PPS Procedeo 2025 $1.4B $55M 4%
San Diego Unffled Sehool | agcom 2025 $3.28 $33M 1%

Charlotte-Mecklenburg LeChase Construction Services with R.J.

Board of Education Leeper Construction, Jacobs Project 2024 $1.6B $58.1M 3.65%
Management Company
Dallas Independent 5 Individual Firms: AECOM,
P CBRE/Vanir, Dikita, Jacobs Project 2021 $3.5B $114.5M 3.27%

School District Management, McKissack & McKissack

Fort Worth Independent Procedeo Joint Venture with

I Core Construction, Foster CM Group, 2021 $1.21B $50M 4.1%
Schaol District Orcutt Winslow, McKissack & McKissack
PPS CBRE/Heery 2012 $482M $4.2M 0.9%

Source: Publicly available executed PMCM contracts, board reports, and board meeting minutes.
Note *: Program / Project Value represents the value of services the PMCM is contracted to provide to the District.
Note 2 For PPS, the fee is based on a portfolio value of approximately $1.4 billion for the projects under the bond program management contract.
Note 3 PMCM Fee % = Fee Amount/Program Value.

Additionally, our experience auditing PMCM contracts for other billion-dollar public capital delivery programs
for education, transportation, water resources, and public works improvements found that there is typically
opportunity for a public owner to negotiate lower fees due to economies of scale. Thus, having a larger or more
complex program does not necessarily equate to more effort for the PMCM—rather, it is a matter of managing
risks, projects, and resources efficiently.

Negotiating A Fee Percentage Lower than 4 Percent May Have Saved PPS $3.95 Million or More

If PPS leadership had negotiated a fee percentage more closely aligned with capital bond program
management services at other districts in industry, it may have saved millions of dollars. For example, using a
conservative slightly lower fee reduced by 0.25 percent or 0.50 percent could have saved PPS between an
approximate $4 million and $7.4 million in fees as shown in Exhibit 23. Savings could have been double or
triple that amount up to $14 million if PPS negotiated a better rate between 3 percent and 3.25 percent.
Moreover, when comparing the negotiated $55 million base compensation for Procedeo to past bond program

108 PPS disagreed that the San Diego Unified School District and the 2012 PPS contract are accurate comparators. It also noted that it could not assess information
on the Dallas Independent School District because auditors did not provide the executed contract. While no two contracts are identical, based on our review of publicly
available executed contracts, related request for proposals, and board meeting materials approving these contracts, these contracts fairly represent services like those
PPS contracted for with Procedeo.
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management firms that PPS paid, the amount is notably higher. The $55 million base compensation negotiated
for five years is 45 percent more than the approximate $37 million paid in total to the other program
management firms over a longer 13-year period providing similar, although not fully identical services.109

EXHIBIT 23. ESTIMATED IMPACT ON PMCM CONTRACT PRICE IF PPS USED CONSERVATIVE INDUSTRY ALIGNED FEES

Procedeo Fee Reduced Fee Reduced Fee Reduced | Fee Reduced

Impact if Percentage is Reduced

Contract 0.25% 0.5% 0.75% 1%
Fee Percentage 4% 3.75% 3.5% 3.25% 3%
Savings from Base Fee Reduction Amount ($3,954,764) | ($7,360,571) | ($10,766,377) | ($14,172,184)

Base Compensation before

I . $55,041,860  $51,087,096 $47,681,290 $44,275,483 $40,869,677
ncentives

Source: Related Services Contract No. RS 97329 and auditor-calculations using fee percentages lower than 4 percent.

After we discussed this issue with management, they asserted the effective new fee would be 3.65 percent
once it employs methodology changes to correct contract overpayments (discussed later in this finding). PPS
provided us with a calculation showing that over time PPS will have reduced Procedeo’s total base
compensation from the existing approximate $55 million to approximately $50 million by the time the contract
ends in December 2030. According to PPS, this reduction would equate to an effective new fee of 3.65 percent
that is lower than was initially negotiated for the existing contract.

While the newly stated fee percentage more closely aligns with industry, PPS is conflating two separate issues.
The fee percentage sets the maximum base compensation for the contract but is unrelated to the percentage
of project costs paid to the consultant through monthly invoices for service after required contract deductions
are made for PPS staff providing bond program and project management work. Those actions are two distinct
contract activities with one negotiating the contract price and the other related to paying invoices in accordance
with contract provisions.

If PPS wants to seek to renegotiate a 3.65 percent fee, then that fee should be applied to the remaining total
program budget to arrive at a new base fee and contract maximum value.''? Using that recalculated contract
base fee, PPS should then deduct the actual cost for in-house and contracted staff from Procedeo’s monthly
invoices as required by contract.!!!

PPS Did Not Monitor the Bond Since contract execution in December 2025, PPS has not

Program Management Contract properly monitored or applied payment controls over the

Invoi d0 id P d invoicing for Procedeo’s services. Specifically, PPS approved
nvoices and Uverpaid Frocedeo incorrect amounts for Procedeo invoices when it did not

by at Least $762,000 reduce Procedeo’s monthly invoice for in-house PPS and
other PMCM consultant costs as required. These actions are

109 PPS PMCM and separate CM on-call contracts were awarded to a total of seven firms; of which four firms were assigned work based on e-Builder files pulled as
of February 2026, related contracts and requests for proposals.

110 For example: 3.65% x $1.376 billion = $50.2 million base fee. The $1.376 billion is the total remaining budget the contract identified for the 3 modemizations and
CBSE as shown in Exhibit 20.

111 For example: $50.2 million over 60 months = $837K minus PPS cost = adjusted Procedeo invoice.
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non-compliant with contract terms and PPS assertions to the Board at its December 2, 2025, meeting that “it is
virtually a mathematically impossibility” for Procedeo to bill for the entire $61.5 million because their fee must
be reduced by in-house PPS staff or other consultants. 12

The contract requires Procedeo to “invoice monthly for a pro rata share of the Base Compensation minus the
actual costs of District personnel or contractors principally dedicated to the Program or Projects during the
preceding month.” Although the contract does not define district personnel “principally dedicated,” it defines the
‘program” as four capital projects (Jefferson, Cleveland, and Ida B. Wells high school modernizations and
CBSE) but also describes multiple overarching bond program management services outside of those capital
projects including design, communications, accounting, reporting, and community engagement. The contract
also states that Procedeo is to, without limitation, provide professional program and project management
services, leadership, and active support of OSM.

During the period of our audit, the Procedeo team was also involved with the Benson High School litigation,
provided project management support for remaining 2012 bond projects, 2017 health and safety, and 2020
infrastructure projects including seismic, roofs, fire, security, mechanical including related procurement and
contracting. Program services provided also included implementing corrective actions on prior audit
recommendations, presentations to the Board and Bond Accountability Committee, and coordination with
curriculum and technology implementation.

As such, for our calculations of district costs to be deducted from monthly invoice, we identified labor costs
related to full-time program and project delivery employees including former OSM staff and new RISE staff
providing program and project services, as well as technology bond staff, curriculum bond staff, and vice
principals involved with modernizations. Additionally, this provision applies to payments made for contracted
positions working as project managers and construction managers directly on bond projects.

According to the contract, the first deduction was not required until 90 days after contract execution—which
was March 10, 2026. As such, Procedeo complied with its contract terms and billed $917,364 each month for
both the first and second month of service.'3 However, for the subsequent invoices, PPS did not correctly
reduce Procedeo’s invoice by the actual costs of staff or contractors as required by the contract. As a result,
PPS overpaid Procedeo nearly $762,000 for services rendered in March and April 2026, as shown in Exhibit
24. Subsequent invoices for May and June 2026 were also $917,364 each without the required deduction for
district costs. As such, the amount PPS overpaid Procedeo continues to grow and will be greater than the
approximate $762,000 calculated at the time of our audit work, until PPS puts in a control process to comply
with its contract terms and properly pays its vendor.!14

12 PPS Board Meeting December 2, 2025 https://youtu.be/F TBjQYZTA8?7t=6494.
113 Amount billed each month was $917,364.33 which is the total $55,041,860 base contract + by the 60-month contract term.

14 Controls and risks related to contract management and expenditure approvals from COSO Internal Control—Integrated Framework, United States Government
Accountability Office’s Standard for Internal Control in the Federal Government, and the AICPA Accounting and Audit Manual Nonauthoritative Practice Aid.
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EXHIBIT 24. PPS OVERPAYMENTS TO PROCEDEO, DECEMBER 2025 — APRIL 2026

Invoice Amount Billed & Less District EessiBistriot Amount PPS

Overpaid

Dates of Service Contracted Bond Allowed per

Staff Costs

PMCM Costs Auditors
01 12.10.25 to 01.09.26 $917,364.33 No reduction required per contract. $917,364.33
02 01.10.26 to 02.28.26 $917,364.33 No reduction required per contract. $917,364.33

03 03.01.26 to 03.31.26 $917,364.33 ($273,920) ($73,277) $570,167.33 $347,197
04 04.01.26 to 04.30.26 $917,364.33 ($313,969) ($100,756) $502,639.33 $414,725
Totals $3,669,457.32 ($587,889) ($174,033) $2,907,535.32 | $761,922

Source: Procedeo invoices for service periods shown and district staff costs from PPS labor distribution reports.
Note: Auditor pro-rated District and consultant costs to cover the working days between March 10, 2026, and March 31, 2026, to align with contract terms.

After we discussed the audit finding with PPS, leadership agreed that they had overpaid its consultant and took
corrective action. In September 2026, PPS processed an adjustment of $347,304 to Procedeo’s August 2026
invoice to correct the overpayments between April and July 2026. That amount does not agree with our
calculations as it did not include adjustments for the March 10, 2026, through March 31, 2026, period, and did
not include payroll costs related to bond curriculum, bond technology, and RISE support staff providing
accounting, purchasing, and contracting in addition to other external consultants’ costs providing bond funded
project services. PPS’ calculations only deducted costs for four RISE staff and three school vice principals.15
As part of PPS’ reconciliation of the overpayments, they provided a new calculation methodology that uses the
in-house cost PPS identified for July 2026 as a baseline and proposes future invoice reductions through the
end of 2026 at an amount less than $100,000 per month. According to PPS, that amount will be reviewed and
adjusted to actuals each month to account for any changes to staffing and it will reduce Procedeo’s base
compensation by approximately $4.7 million by the time the contract ends. We recognize that PPS has
implemented a mechanism to deduct costs from future invoices submitted but disagree with PPS’ reduction
amounts for in-house staff and contracted consultant costs.

Further, the August 2026 invoice submitted by Procedeo in the e-Builder system underwent a first level review
by a Procedeo employee before being processed by a PPS manager for final approval. Even though that review
does not trigger payment as the PPS manager approval is required, internal control best practices dictate
proper segregation of duties so that a person cannot review their own invoices. Thus, the consultant staff should
be recused from any accounts payable review that involves their own company’s invoices.

Lack of Support for Work Provided in Monthly Invoices Does Not Align with Best Practices and Does
Not Allow PPS to Assess Whether it Received Expected Time and Effort as Contracted

For its contract with Procedeo, PPS established a lump-sum payment mechanism that allows a consultant to
bill an equal portion of the total fee each month over the life of the contract. Because lump sum invoices do not
require supporting back-up, the method is easier for a contract owner to administer as there is no
documentation to verify before payment. Typically, this method is “best suited for goods and products, and for
services that have a predictable duration for delivery, that result in a well-defined work product and that have a

115 Reductions were for Cleveland and Jefferson High School, Vice Principals for Cleveland, Jefferson, and Ida B. Wells High Schools, and RISE Design and
Planning staff.
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low potential for scope variations” since this mechanism does not provide the owner with any insight into what
type of tasks or specific services were provided or how many staff worked on their program.!® When the
method is used for consultant services or construction contracts, there should be an initial breakdown of tasks
with line-item cost so owners can expect what they will receive for the overall lump-sum price.

Because the Procedeo contract did not contain this line-item cost or time detail, PPS did not have evidence of
detailed pricing components for the level of planned service and tasks it would receive and did not require
Procedeo to provide any additional information detailing actual work performed such as timesheets or a
breakdown of the cost by the scope of work or task areas (e.g., XX hours on Ida B. Wells design reviews, XX
hours on construction management, or XX hours on overall program management) for any of the Procedeo
staff working on the bond program. Procedeo’s one-page invoice lists the scope of work as ‘base
compensation” with a pro-rata invoice amount of $917,364 for the invoices available at time of our review as
shown in Exhibit 25. Without any documented details of what services it received or how much consultant staff
worked on the bond program, PPS has been paying nearly $1 million a month and does not know if it received
services that represent the best value or use of bond funds on behalf of the taxpayer.

EXHIBIT 25. PROCEDEO MAY 2026 INVOICE, APPROVED BY PPS

Program Management Services

Payable to:
Procedeo LLC p ‘ E D E o
1450 Hughes Rd. Suite 215

Grapevine TX 76051

Services rendered thru: 5/31/2026
TO: Portland Public Schools Invoice # 5
Re: Bond Program Management Services - RS 97329 Invoice Date 6/1/2026

PPS Contract # RS 97329
BASE COMPENSATION

This Period Invo_ice Compensation Balance of

Scope of Work Contractural Value (e Previously Total Invoiced to Date

N Compensation
Invoiced P

Base Compensation $55,041,860.00 $917,364.33 $3,669,457.32 $4,586,821.65 $50,455,038.35

INCENTIVE COMPENSATION

Compensation

Scope of Work Contractural Value This Perlod Inv Previously Total Invoiced to Date Balance of

Compensation
Invoiced

Jefferson HS $1.000,000.00 $0.00 $0.00 $0.00 $1.000,000.00
Ida B. Wells HS $1,000,000.00 $0.00 $0.00 $0.00 $1,000,000.00
Cleveland HS $1,000,000.00 $0.00 $0.00 $0.00 $1,000,000.00
All 3 Modernizations $2,000,000.00 $0.00 $0.00 $0.00 $2,000,000.00

Center for Black Student Excellence $750,000.00 $0.00 $0.00 $0.00 $750,000.00

Key Personnel Retention thru 6/30/28 $350,000.00 50.00 $0.00 $0.00 $350,000.00

Key Personnel Retention thru 12/8/30 $400,000.00 $0.00 $0.00 $0.00 $400,000.00
Totals $6,500,000.00 $0.00 $0.00 $0.00 $6,500,000.00

Recap of Contract

Original Contract amount $61,541,860.00 7% Current Completion
Amendments to date $0.00
Current Contract Value $61,541,860.00
Less: Amt. Previously Billed $3,669,457.32
Less: Amt. this Invoice $917,364.33
Total billed to date $4,586,821.65
Balance Remaining $56,955,038.35

Source: Actual Procedeo PMCM Invoice.

116 Industry Guidance from 2024 CMAA (Construction Management Association of America) Construction Management & Program Management Fee Survey, 2011
CMAA Owner's Guide to Construction and Program Management, Other Comparable PMCM Contracts, and SEC Capital Delivery Audit Library.

SJOBERG *EVASHENK Page |81



In contrast, we found that other PMCM consultants on the PPS bond program and on multi-million-dollar capital
programs we reviewed provide timesheets for consultant personnel assigned on each monthly invoice and
supporting hours worked by individual project and task, at a minimum. Likewise, on smaller programs we have
reviewed where the PMCM staff is co-located with owner staff and assigned 100 percent to the program,
consultants still submit time records with monthly hours, staff names and positions, projects they worked on, or
overall program activities performed.

For billion-dollar programs like PPS’ bond program with larger valued contracts, there should be greater visibility
into tasks performed through monthly invoices or status reports where the PMCM should list key activities
performed under the scope contracted at a minimum. For example, as shown in Exhibit 26, invoice details from
a different PMCM consultant at another entity provided a listing of key activities performed under the overall
“Program Management & Administration” scope that included items such as “reconciliation of expenditures for
[project] closeout’, or “providing technical advisor support for implementing the [program].” Without any
information on activities performed and personnel assigned, PPS cannot demonstrate that it received all
services for the price invoiced on a monthly basis.

EXHIBIT 26. EXAMPLE OF REDACTED INVOICE DETAIL FROM A PMCM CONSULTANT AT ANOTHER ENTITY

Program Management Consultant Services Contract
Monthly Progress Report - July

Task : Program Management & Administration

Project Manager: Task Order Manager:

|

|Status NTP SCOPE BUDGET Rev
|Summary: Q Q 0

Scope: * Provide management and supervision of personnel, as well as administrative support to the PMA,
@ Program Administrator and the entire PMC team
* Track, manage and report on the administration of the
* Monitor the program costs at multiple levels
« Publish a Monthly Progress Report, reporting progress of Phase 1 projects
* Provide technical advisor and technical support required for the implementation of the
* Provide services to implement Phase 2 Design Guidelines strategic effort
* Provide Document Control Support, Labor Compliance Support and QA/QC for the
Comments: None.

|Key
\Activities: | July

* Implemented new consolidated task order and coding structure for

* |nitiated closeout of over 40 active task orders and transition of work activities to 11 new consolidated task orders
« Developed new invoicing templates, and modified weekly / monthly reporting to reflect new

* Modified subcontracts and vendor agreements to

« Implemented new Budget & Expenditures monitoring process for new

August
« Launch standard Invoicing templates modify weekly / monthly reporting
« Reconciliation of expenditures on for closeout

Source: SEC proprietary capital delivery resource Library and actual PMCM invoices from other entities.
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Contract Provisions Since early fall 2025, PPS leadership publicly discussed plans to
. have Procedeo be part of staffing decisions and right-sizing
Related to Staffing discussions as discussed in Findings 3 and 4 of this report.!'” Given
Recommendations Create that executive leadership has limited experience with capital
a Conflict Incentive that delivery, it makes sense that its bond program consultant provided
industry knowledge and expertise to shape a new organizational
structure and delivery approach. Yet, having Procedeo make bond
External Consultant staffing and right-sizing recommendations creates an inherent
conflict and incentive that could benefit the consultant, if PPS
accepts those recommendations. Because the contract requires Procedeo to reduce invoice amounts based
on PPS personnel and contractor costs working on the bond program and projects, eliminating those costs and
related positions increases compensation paid to Procedeo. By making Procedeo responsible for making
staffing recommendations, PPS has introduced an inherent conflict. Although PPS can exercise its
independent judgment and does not have to accept staffing recommendations, the district hired Procedeo as
an expert to provide its professional judgment and expertise over all bond program management services,
including staffing, since PPS leadership did not have capital delivery expertise.

Could Financially Benefit

As described in Finding 3, PPS terminated half of its OSM project
delivery staff in January 2026, informed by Procedeo’s staffing The contract allows an inherent

recommendations, and cancelled funding for most contracts with financial conflict by giving
external consultants providing support in project construction Procedeo responsibility for
manager and project manager roles even though the contracts did not staffing and contracting

recommendations that impact and
benefit their monthly payments
from PPS.

expire until July 2028.1"8 Immediately after the bond program
management contract became effective on December 10, 2025, PPS
cancelled all but three contracted staff funding those contracts
through June 30, 2026."° PPS’ actions to cancel the external
consultant contracts (along with PPS’ termination of staff) lowered district costs which financially benefiting the
consultant.

Likewise, the bond program management plan also assigns Procedeo responsibility to “determine the need for
maintaining program managers [...] and assist PPS in reviewing qualifications and selection program
managers.” Thus, if Procedeo makes recommendations to PPS leadership against hiring new PPS bond staff
or for terminating PPS bond staff in the future as part of providing its professional expertise that are acted upon
by PPS, the contract allows Procedeo to continue benefitting through increased contractual monthly payments
from PPS.'20 Because the consultant oversees the bond program’s district spending and staffing, this conflict
will remain over the life of the contract—unless it is amended.

"7 Procedeo’s proposed streamlined staffing plan provided with its October 2025 Jefferson High School report was similar to the restructured RISE organization
chart PPS established in early February 2026 after the OSM terminations.

118 PPS extended contracts for three external staff—two related to Benson High School legal actions and one related to PPS’ ERP system project until June 2026.

19 As discussed in Finding 3 of this report, one of these external firms had previously provided nine staff positions for PPS and was a competitor for the bond program
consultant contract.

120 Procedeo can only make staffing recommendations; the PPS Senior Chief of Operations must approve personnel actions.
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PPS’ contract provision for reducing the monthly payments for the cost of district staff and contractors only
began 90 days after the effective date of the contract (December 10, 2025).12' Actions by PPS to terminate
many internal bond staff and most of OSM'’s contracted construction managers occurred within the 90-day
window—resulting in significantly less district costs. Had there been no 90-day provision in the contract,
Procedeo’s invoices could have been adjusted by more than $2.2 million for district costs. With our experience
and research finding no other bond program management contracts with a similar 90-day waiting period and
both PPS and the consultant knowing there would be downsizing and outsourcing of staff, we find the vendor-
favorable contract provision to be irregular.

In addition to the amount for the base compensation, PPS’ bond
program management contract calls for incentives up to $6.5
Bond Program Management million. Yet, the contract incentive provisions were missing contract
Contract Are Missing limits needed and were unlike other PMCM contracts we have

Incentive Provisions in the

1. CBSE Incentive Fee was Undefined with Targets Controlled by the Consultant

The current bond program management contract provides an incentive fee of up to $750,000 if the
CBSE opens on time—a time “to be determined by District in its reasonable discretion and defined in
a subsequent amendment” to the contract.!2® Because the bond management consultant is responsible
for proposing the CBSE schedule including the completion date, the provision allows opportunity for
the contractor to set, or propose, the on-time criteria to earn its own incentive. Although it can be
challenging to set a timeline before design is fully complete, given the potential money at risk, PPS
should have set a target prior to contract execution in December 2025 or not include the incentive in
the contract. Rather, it allowed the consultant to set the target schedule and timeline to deliver CBSE,
as was presented in June 2026 to the FIO Committee, after the contract was signed. According to PPS,
it faced significant pressure and incentive to open the building as quickly as possible.

2. Staff Retention Incentives Cannot be Met

The contract has another provision for the consultant to earn an additional $750,000 for retaining key
personnel on the program and applicable projects. While these types of clauses are meant to minimize
turnover in competitive markets, most contracts require the retention of key personnel as a general
provision for providing service not as a financial incentive benefit.'24 The contract defines key personnel
as those identified by Procedeo in its proposal as the key personnel on their project leadership team.
At this point, the provision is moot since one of the key personnel identified in the proposal has been

121 PPS did not provide any documentation or details of negotiations regarding the 90-day waiting period.

122 Controls and leading practices for contracting based on NACA guidance, COSO Internal Control—Integrated Framework, United States Government Accountability
Office’s Standard for Internal Control in the Federal Government, and AICPA Accounting and Audit Manual Nonauthoritative Practice Aid in addition to PPS Contracting
Rules based on Oregon Revised Statutes, and Principles and Practices of Public Procurement from The Institute for Public Procurement.

123 Related Services Contract RS 97329, Exhibit B, Compensation and Payment, Section A.4.b.3.

124 Other contracts and guidance reviewed include those at local entities including the City of Portland, Portland Public Colleges, and Multnomah County; California
entities including the Los Angeles Unified School District, San Franciso Public Utilities Commission, and San Diego Association of Governments; Georgia State Auditor
Best Practices in Government An Effective Contract Monitoring System Report; and federal capital delivery contract guidance in the transportation, transit, and aviation
industry that apply across other specific sectors including education.
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replaced with a different design manager—precluding Procedeo from meeting that incentive provision
and prohibiting PPS from paying the amount.

3. Incentives Provided to Meet Schedules Do Not Have Appropriate Control Limits

Another incentive provides up to $5 million if students and staff move into Cleveland, Ida B. Wells, or
Jefferson High Schools “on or before the first day of work for staff and first day of school for students”
for the 2029-2030 school calendar. That is $1 million for each school if Procedeo meets the target
(potential total of $3 million) and another $2 million if all three schools open on schedule.

According to PPS, this incentive was built in “because of past practice, we know those things have cost
us millions and millions of dollars.” However, as discussed in Findings 1 and 4 of this report, OSM
delivered other concurrent modernizations on-schedule. Also, these types of incentives are typically
reserved for motivating contractors to exceed expectations by delivering ahead of schedule or
drastically reducing costs, rather than just an award for meeting on-time delivery.125 Thus, the bar in
the PPS contract required to meet the incentive is not remarkable.

Further, the incentive provision related to completing the modernizations on schedule does not have
needed controls to mitigate risks of setting schedule goals without also applying cost limits. For
instance, since the consultant oversees the project schedules and budgets, controls are needed to
ensure the consultant does not accelerate construction through costly activities such as increasing
shifts or approving night work to meet scheduled dates (and, consequently, earn the incentive) without
regard to how those actions could impact ultimate project costs.

Given that bond program management incentives increase risk through certain missing contract limits, PPS
should seek to negotiate a contract amendment to mitigate risk and remove the incentives or, at a minimum,
seek to negotiate an amendment to the incentive language to address the audit concerns. Although incentives
are used in industry, they are more common with construction contracts where the contractors do not set the
goal schedules for themselves. None of the other comparable bond program management contracts we
reviewed used this type of bonus incentive structure, and none of the PPS architect/engineering firms or general
contractors on the modernization projects have contractual financial incentives for completion.'26

PPS’ Initial Procedeo Contract Did  Entities procuring services should operate under a
Not Follow Procurement Best framework that helps ensure purchases are made as

) ] ) economically as possible through a competitive process,
Practices and Controls Hindering  \here practical, and that contracts are developed through
its Ability to Adequately Monitor strong administrative practices and controls balancing
the Consultant Contract quality, price, and accountability. Best practices call for

procurement and contracting to have competitive
processes or prices negotiated, clear and specific contract scope development, detailed invoices to support,

125 The Multnomah County Library Bond Construction Program provides for optional performance incentives for its general contractors on its bond projects but caps
its incentive amount match at one percent of the project’s target Guaranteed Maximum Price although individual project values are smaller than PPS contracts. Actual
incentive payments have been less than one percent at $50,000.

126 Other entities’ program management contracts reviewed included Dallas Independent School District, Fort Worth Independent School District, San Diego Unified
School District, and San Francisco Unified School District.
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clear and measurable deliverables, and contractor evaluations.!?? Yet, for the initial Procedeo contract prior to
its bond program management contract, PPS contract development and monitoring did not follow best practices
to have controls in place to develop contract terms and price that could allow PPS to monitor contract
performance, hold contractor accountable for deliverables, and pay for supported services rendered. We found
the following:

x No data supporting the pricing for the initial $149,500 contract to assist with the Jefferson High
School modernization project—When initially discussing possible services for the Jeferson High
School project, Procedeo provided an informal quote to PPS for $260,000. When PPS asked Procedeo
for a formal proposal, the revised quote was $110,000 less at $149,500. Yet, there was no data
breakdown behind the various proposed amounts in terms of staff costs and hours to arrive at the
contract amount agreed-upon by PPS. PPS’ initial contract with Procedeo was one of just 29 contracts
for services from private entities valued between $149,000 and $150,000 executed over a nearly three-
year period between July 2023 and May 2026—and the only one that PPS amended the contact to add
a material change in scope at a cost of more than 326 percent. The Board voted on the contract
amendment in a public meeting.

p— ) July 2023 to May 2026:. 25
> 29 PPS Contracts Executed STAYED < $150K CONTRACTS
at $149,000 to $150,000 No Change

from original contract

3 PROCEDEO 1

SECURITY, RACIAL EQUITY & CONTRACTS CONTRACT
SOCIAL JUSTICE /\7. <82% /\;I 296%

from original contract from original contract

Source: PPS Contract Tracking System (Cobblestone) query of contracts valued between $149,000 and $150,000 during 7/1/2023 to 5/29/2026

Most of the other contracts in that range were specific in nature for academics, facilities maintenance,
and student-centric support, nutrition, health, transportation, or special education—not capital project
services. Thus, PPS’ initial contract with Procedeo stood out from the other contracts awarded in our
comparison in terms of type of contracted services and ultimate price.

x Amended scope of work was broader than the initial contract and should have been procured
separately—The scope of work specified in PPS’ initial contract was for Procedeo to provide
recommendations to reduce overall costs and expedite the schedule for the Jefferson High School
modernization project and help define/inform RFPs. The amendment was for largely unrelated services
from the same consultant to provide interim leadership over OSM and its bond staffing, functions,
program, and projects. Oregon Department of Justice Model Rules for Consultant Selection and PPS

127 Best practices compiled from a variety of sources including, but not limited to, COSO Internal Control—Integrated Framework, United States Government
Accountability Office’s Standard for Internal Control in the Federal Government, AICPA Accounting and Audit Manual Nonauthoritative Practice Aid, Uniform System
of Financial Records for Arizona School Districts, Los Angeles School District Procurement Manual, California Community College Contracts and Grants Manual,
State of Texas Procurement and Contract Management Guide Version 1.3, State of California FI$Cal Procurement Manual, California State Contracting Manual, New
York Construction Consultant Manual, Georgia State Auditor Best Practices in Government Components of an Effective Contract Monitoring System, Judicial Council
of California Financial Policies and Procedures Manual, and SEC proprietary resource library and audit reports.
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Public Contracting Policy 48-0320 allows PPS to make a determination, in its sole discretion, whether
an amendment is within scope and would not materially impact competition.128

The cooperative procurement that PPS’ initial contract with Procedeo was based on was a competitive
tool related to project management services in categories such as pre-construction, procurement
support, project management, and contract development and management. While PPS believes the
amended scope aligns with that competitive tool and an argument could be made that those types of
project management tasks were performed by OSM, the cooperative procurement itself does not include
provision of program management services or interim leadership for a bond-funded public sector
department.

Although the statement of services in PPS’ initial contract listed program management, project
management, and construction management services, providing interim leadership over OSM is different
from the scope of PPS’ contract description or the services listed in the cooperative procurement.
Leading OSM also included directing day-to-day staff operations, implementing equity policies,
supervising performance and disciplining departmental staff, and coordinating plans with curriculum and
information technology staff to implement bond pledges.

We appreciate and understand PPS’ need for short-term interim leadership services, but it should have
employed stronger controls and mitigated risks that actions could circumvent competitive rules and used
a different competitive process or procurement vehicle rather than issuing an amendment for services
outside of the scope of this contract. Alternatively, as discussed in Finding 4, PPS could have continued
bond work with existing OSM staff resources while it worked to recruit and fill the in-house OSM
leadership position.

x Scope for contract amendment to provide interim OSM leadership services was limited and
vague, prohibiting PPS from adequately monitoring performance and deliverables—PPS
amended the contract to have Procedeo “provide interim OSM Leadership reporting to the Senior Chief
of Operations” and “provide supplemental staffing and resources as needed.” While that short description
might suffice as a high-level description of service, it does not provide sufficient or precise details to
discern what types of tasks or services are required or what deliverables and performance requirements
PPS can use to monitor contract compliance.

At the September 9, 2025, board meeting discussing the contract extension, the Senior Chief of
Operations stated there would be very specific key performance indicators that they “will map out for this
next three months” giving examples such as “ongoing things with BAC reports and quarterly reports”
among other items.'2® However, none of those items were included in the contract. As such, PPS’
amended contract did not have deliverables, performance indicators, or mechanisms to hold the
consultant responsible and accountable, or for PPS to use as a basis for payment of performance, as
would be aligned with best practice.

128 Oregon Administrative Rules 137-048-0320 Contract Amendments. Oregon Department of Justice Finding 137, Division 48 Model Rules Consultant Selection:
Architectural, Engineering and Land Surveying Services and Related Services Contracts.

129 PPS Board of Education regular meeting on September 9, 2025, at https://youtu.be/HGAsOlyZ6kw?si=HhBtItor3vBxA ck&t=21158.
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x No data supported the $488,000 contract amendment amount—Although PPS amended the
contract, adding $488,000 for interim OSM leadership services, there was no high-level estimated
breakdown by staff, hours, and general tasks to arrive at the amendment amount. There was no
quantitative evidence of PPS discussion or negotiation of a price proposal, comparison between the
amended amount and the resigned Senior Director of OSM’s salary, or a determination of whether the
amount was reasonable and PPS received a fair price for the interim services. When lump-sum pricing
is used, best practices require a competitive process to determine whether price is appropriate. There
was no comparative pricing sought for the amendment.

After auditors discussed this finding with management, PPS provided a narrative explanation on
September 12, 2026, describing the negotiations behind the contract amendment that was not previously
made available to us. According to PPS, they agreed that interim leadership would entail responsibilities
such as maintaining decision-making, project and contractor oversight, controls, and Board and bond
reporting among others—yet those responsibilities or deliverables were not formalized in the contract
amendment. Additionally, PPS asserted that a total of eleven Procedeo employees were brought in to
provide interim leadership services and that PPS analyzed the proposed fee against the fully loaded
labor costs for comparable PPS positions based on the scope, level of expertise, and leadership
responsibilities required.'30 Auditors were not provided data behind PPS’ analysis to review.

x No requirement for detailed invoices supporting what services were provided to ensure PPS
received contracted services—Like invoices for bond program management services contract, neither
PPS’ initial contract with Procedeo nor the amendment contained provisions for detailed invoices. Thus,
there was no requirement to document what services were provided, which staff provided services, and
how much time was spent providing service.

Best practices require invoices to provide the names of staff that worked on projects including
subconsultants, descriptions of work done, and payment rates to document work provided and work
progress. Without supporting detail showing which staff provided interim leadership services, when the
services were provided, and the extent of those services, PPS practices increase risk that they are
paying for services not received.

x PPS did not adequately monitor contract requirements—While the lack of detail in the contract made
monitoring more challenging, PPS did not demonstrate that it held its contractor responsible for minimum
contact requirements. Specifically,

o Initial contract, as amended, called for submitting monthly invoices; yet only one invoice was
provided at the end of the contract for $637,000 for the entire six-month contract period.

o Contract called for preparing and submitting a monthly schedule in the form of a progress chart
with service and review dates, but we saw only one schedule was provided during the six-month
term of the contract before PPS awarded a new bond program management contract.

130 Based on our interviews with OSM project managers and contracted project managers between October and November 2025, less than half of eleven employees
were known to be working on the bond program. While they may have been operating remotely in a support capacity, without requiring detailed invoices to know
who is working on a contract and what level of effort is being received, PPS cannot be assured it received those contracted services at the level it paid.
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Finding 5 : PPS

Recommendations

To correct contract
deficiencies, mitigate
contract and financial risks,
employ stronger controls
and contract monitoring,
ensure proper spending, and
contract compliance, and
exercise better fiscal
stewardship over taxpayer
money

19.

20.

21.

22.

23.

24.

25.

26.

Correct math errors PPS used to calculate bond program
management contract compensation by lowering the overall
contract value by $549,000 and seek to amend the Procedeo
bond program management contract to reflect that change.

Renegotiate the Procedeo bond program management
contract compensation using a more reasonable fee
percentage aligned with industry and seek to amend the
contract to reflect the change.

Adjust the next Procedeo bond program management invoice
by the remaining overpayment identified by auditors as of the
April 2026 invoice to comply with the bond program
management contract.

Formalize the newly created methodology to calculate district
costs required to be deducted from Procedeo’s monthly bond
program management invoices and ensure amounts payable
are properly reconciled and adjusted each month on a go-
forward basis.

Require Procedeo to provide a detailed staffing plan for bond
program management services showing how much effort is
needed to provide contracted services by estimating hours and
cost per staff and by function or service provided.

Seek to amend the Procedeo bond program management
contract to add provisions requiring details behind the number
of staff hours worked and rates staff on monthly invoices in
addition to progress reporting of tasks completed during the
monthly invoice period.

Seek to amend the Procedeo bond program management
contract to remove the $6.5 million in vague and self-serving
incentive provisions that do not align with best practices. If PPS
will not remove the incentives, at a minimum: (1) amend the
contract to define and set the “on time” milestone date for
CBSE in writing, (2) remove the $750,000 staff retention
incentive, and (3) recraft the $5 million schedule incentive to
link staying on budget as well as on schedule to earn the
incentive.

Develop, document, and implement procedures for reviewing
bond contract scope of work provisions prior to executing a
contract to verify that the scope of work is clear, deliverables
are well-defined, proposed contract cost estimate is supported,
contract requires invoicing to show details of services provided,
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and content does not contain conflicting scope of work
statements or other provisions.

27. Develop, document, and implement procedures for bond
contract monitoring that clearly identify responsibilities,
monitoring activities to be performed, how to document
monitoring and reviews, and escalation procedures for any
contract performance non-compliance.

L 28. Assign the Office of Internal Performance Auditor responsibility
Finding 5 : Boa.rd for providing assurance that (1) the methodology for reducing
Recommendation district costs from monthly Procedeo bond program
management invoices complies with contract provisions and
(2) controls in place are functioning as intended.

To exercise better fiscal
stewardship and
accountability over taxpayer
money and bond
expenditure
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Finding 6: Board Did Not Adequately Scrutinize its Contract for
Bond Program Management Services and Has a Narrow View of

its Fiscal Responsibility to Oversee Management Controls and
Bond Activities

On behalf of the public, the Board has full authority over the district and total accountability for the district
including the bond program. 31 Although the Board relies on the Superintendent to implement policies and day-
to-day operations, the Board is still responsible for how the district works, its internal control framework, and
for overseeing whether PPS is meeting its goals and obligations to the public through an effective control
structure. The prior annual bond performance audit found PPS employed a typical oversight framework with
the Board holding work sessions that discussed modernization projects and bond planning as well as engaged
in discussions surrounding other bond topics related to construction, costs, schedule, contracting, equity, and
more. Past audit recommendations were made to improve governance, and board members have actively led
changes to committee charters and policies strengthening oversight to address the audit recommendations.

However, that framework broke down during fall 2025 when we found instances where the Board did not fully
exercise its bond oversight and fiscal responsibility over the bond program management services contract
impacting accountability to the public it serves. Specifically, the Board did not allow its members to obtain critical
information requested as part of due diligence related to the bond program management contract.!3?
Additionally, the Board's view of its bond fiduciary responsibilities, oversight, and governance related to its role,
the role of management, and the role of internal audit do not align with best practices.

Given that the bond capital projects comprise an average 50 percent of the district budget over the past six
fiscal years, it is critical that the Board strengthens fiscal oversight over spending taxpayer bond funding on
significant contracts, PPS’ capital budget, and the bond program overall. During the first half of 2026, the Board
has been actively working on governance through a series of externally led retreats and self-evaluations as
part of its current strategic planning efforts. Additionally, the Board has changed its practices related to member
inquiries, improving its process related to exercising due diligence.

Effective Governance Effective board governance entails financial stewardship and oversight of
controls. Governance includes the oversight processes by which an
informed board steers an entity in an ethical manner shaped by
Internal Controls and accountability, information flow, and culture. In fact, key principles of good
Fiscal Due Diligence governance include “managing risks and performance through robust

Involves Oversight of

131 According to the GAO, the concept of accountability itself has been around for ages with the specific concept of accountability between taxpayers and elected
officials being vital in play for over 100 years. The GAO guidance that accountability encompasses three elements are fiscal accountability referring to the appropriate
spending of public funds, process accountability requiring the procedures and their operation and management of programs to be examined, and program
accountability referring to the outcomes and results. Black’s Law Dictionary expands the definition of public accountability to the obligations of agencies to be
answerable to the fiscal and social responsibilities assigned to them, as does the federal government's guidance that public officials have an obligation to explain their
decisions and actions. COSO defines accountability as an “obligation to be answerable for decisions, actions, and outcomes, including transparent reporting and
timely remediation when expectations [that are set and monitored] are not met.”

132 For purposes of the bond performance audit, we define due diligence as the inquiry and analysis of matters before the Board that help the members make informed
decisions. This includes considering potential risks before making decisions such as those related to approving contracts.
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internal control and strong public financial management” in addition to “implementing good practices in
transparency and reporting to delivery effective accountability.”133

To do this, a widely recognized industry expert—the Committee of Sponsoring Organizations of the Treadway
Commission (COSO)—strongly suggests that effective boards establish expectations of how members should
provide oversight of its entity’s control environment.!34 Strong boards do this by framing what oversight looks
like through approvals, practices, controls, information flow, and reporting as well as what a breach of
responsibilities looks like. This would also include activities and actions surrounding the bond program and
making sure that the right controls are in place, and that they are performing as intended.

As such, effective boards actively oversee internal controls to ensure the reliability and integrity of information,
compliance with policy and laws, and efficient use of resources—including preventing conflicts of interest and
providing transparency and accountability. Because weak or fragmented control environments can contribute
to financial loss, misuse of public funds, fraud or abuse, misconduct, or reputational damage, stakeholders
increasingly expect boards to demonstrate a structured approach to risk oversight. When control deficiencies
arise, a Board should take swift action or monitor management’s actions to address issues to prevent
recurrence and uphold the public’s trust.

PPS Board policy 1.10.010-P states that to discharge its legal and fiduciary responsibilities, the Board shall
have charge and control of all activities and programs of the district, including its property, personnel, and
finances. It delegates executive and supervisory functions to the Superintendent but retains full legislative
authority. Thus, while the PPS Board can empower staff to be innovative in implementing bond activities and
has the authority to give the Superintendent authority in administering the bond program and executing controls,
the Board is still responsible for fiscal prudence, accountability over bond obligations, and performance through
exercising its financial due diligence.!3%

Board Did not Exercise While the Board’s oversight responsibilities are a continual, on-going
process, it must also exercise due diligence on individual matters that

Adequate Due Diligence come before the Board for discussion or approval. Because of inherent
Over Bond Program risks that staff could modify or present information to a governing board
Management Contract in a way that influences or supports their preferred decision, it is critical

for boards to have reliable information upon which to exercise due
diligence—as determined through inquiry, requests for additional data, or audit.’3¢ COSQ’s integrated internal
control framework states a board “should challenge management and ask the tough questions, as necessary,

133 “Good Governance in the Public Sector-Consultation Draft for an International Framework,” jointly issued by The Chartered Institute of Public Finance &
Accountancy and the International Federation of Accountants in June 2013.

134 COSO Corporate Governance: Guiding Principles for Board Oversight.

135 Qversight is a continual process applied through ongoing monitoring of risks and controls to make sure they are operating as intended. Due diligence applies to
specific events or transactions where active questioning, research, and evaluation are applied to make an informed decision. Controls and risks from COSO Internal
Control—Integrated Framework and COSO Corporate Governance: Guiding Principles for Board Oversight.

136 The Board’s responsibility for due diligence relates to the process or care a reasonable person would exercise to avoid harm by carefully examining a particular
matter or action to identify risks, verify information, and minimize or prevent financial or legal issues. Drawn from COSO Internal Control—Integrated Framework,
United States Government Accountability Office’s Standard for Internal Control in the Federal Government, COSO Corporate Governance: Guiding Principles for
Board Oversight, West Virginia School Board Association School Board Members Role and Fiduciary Responsibilities, State Charter Schools Commission of Georgia
Board Overview, Building Capacity, and Due Diligence report, and Washington Administrative Code 192-100-010 reasonable prudent person definition, among other
sources.
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and seek input and support from internal auditors, external auditors, and others.”37 This includes allowing
members to openly question district actions and request clarifying data to give assurance controls are
functioning as intended.

However, during a December 2, 2025, board meeting where the Board approved the $61.5 million Procedeo
contract, the Board did not exercise sufficient due diligence. Specifically, because of bond leadership turnover,
shift in delivery method, and supporting assertions that did not align with past audit work, in our judgment, this
contract warranted heightened scrutiny from the Board. While we are sympathetic to the volume of items that
boards review and vote on, this contract was a unique situation where the Board should have done more to
exercise its oversight role by allowing members to ask questions and receive answers before approving
contracts.

Specifically, at the December 2, 2025, board meeting, some board members, in exercising their oversight and
responsibilities, asked probing and reasonable questions about price, staffing, cost analysis, and more time to
conduct due diligence before approving the contract. Board leadership did not facilitate an environment in which
information could be shared in a manner that addressed the questions and concerns of the other board
members. Specifically:

e When two board members asked for additional time to review the contract before taking a vote because
their questions were not answered, the Board Vice Chair stated, “Thirteen years of failure of not being
able to deliver what this community has asked for and voted for since 2012; thirteen years and | don’t
know what two weeks is going to do.”'38 In our view, any prior issues that the Board believed happened
should not prevent the Board from taking adequate time to assess and provide oversight over a contract
where significant concerns were raised both during the meeting and prior to the meeting.

¢ Inanotherinstance, an OSM project manager involved with the bond capital delivery program provided
public testimony on staff concerns regarding the cost for bond program management services and that
PPS leadership never engaged with their OSM internal experts to hear their insights. When board
members heard the testimony, some board members verbally expressed concern—but did not conduct
any additional inquiry or request testimony from additional PPS capital delivery staff at that meeting to
vet the conflicting information received and gather additional insight before taking the vote.'39 However,
we were informed that some board members spoke to the OSM project manager prior to the December
board meeting regarding staff concerns, in addition to meeting with another OSM project team member
for additional insight prior to the vote on the bond program management contract.

137 Both the COSO Internal Control—Integrated Framework or the United States Government Accountability Office’s Standard for Internal Control in the Federal
Govemment (GAO-25-107721) known as the Green Book) require leadership and boards to provide oversight. GAO-25-107721Section 2.08 says that members of an
oversight body scrutinize and question management activities., COSO Corporate Governance: Guiding Principles for Board Oversight, applicable to all entity types
including public, private, and not-for-profit. COSO Principle 5 states an organization should hold “individuals accountable for their internal control responsibilities in the
pursuit of objectives.” COSO also states the board of directors and executives establish the tone at the top and set expected standards of conduct. Also, GAO-14-
704G Principle 1.09 says management should use established standards of conduct as the basis for its ethical values and Appendix | Principle 5 says that management
should hold individuals accountable for their internal control responsibilities.

138 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F TBjQYZTA8?si=jmlwp2XOjAF7hh1h&t=7563. As discussed in Finding 1 of
this report, that statement is inaccurate and conflicts with audited data.

139 Board responsibilities, controls, and risks from COSO Internal Control—Integrated Framework, United States Government Accountability Office Standard for Internal
Control in the Federal Government, COSO Corporate Governance: Guiding Principles for Board Oversight, National School Boards Association’s The Keywork of
School Boards Guidebook, West Virginia School Board Association School Board Members Role and Fiduciary Responsibilities, and the International Federation of
Accountant Governance in the Public Sector: A Goveming Body Perspective 2001, among other sources.
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e One board member mentioned concerns regarding transparency around the contract process,
requesting information about cost data to assess whether the contract was a good deal for taxpayers
and wanted extra time to get answers. The Superintendent responded that the Board “charged her with
leading boldly and what makes that difficult is when she is in a place where her process is questioned,”
further indicating that the job of the Board is to either approve the contract or not approve the
contract.140

o Before the final vote was held, one Board member stated that she had asked questions by email to
staff during the short period between when she received the contract and the public meeting and stated
she had not received responses to the questions she had asked.'#! The board member then attempted
to ask questions during the meeting.

(@]

She asked a series of questions including inquiries about whether a cost benefit analysis was
done and how many staff would be let go under the newly structured program.

The board member brought up case law and statutes that talk about outsourcing government
jobs and wanted to know how many employees were going to be terminated, as the board
member believed the District would be at risk of litigation.

The member also highlighted an incentive in the contract to not have OSM jobs since the bond
consultant would be paid more—a conflict we discuss in Finding 5 of this report. Despite
making comments about the legality of the contract, legal counsel did not address this
comment to the entire Board in that meeting.'42 The Board Chair asked the board member
how many more questions she had left and said she had to limit her questions to those that
would affect her vote on the contracts.'43

Another board member asked if there was any circumstance where the inquiring board
member would vote “yes” asserting that questions had already been answered and the Board
needed to vote. When the inquiring board member corrected the record and said her questions
had not been answered, the Board Chair asked why she needed to know the information and
noted that he was uncomfortable with the questions about staffing and personnel because
“that’s not our purview” and “[the Board] should not know the answer to that” question. 44

In our judgment, the staffing levels in district departments are within the purview of the Board
because the Board sets staffing levels by approving the budget for the District.

Further, PPS staff who were present did not respond to any of the questions or comment on
whether they had responded to the previously emailed inquiries from the board member.

140 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F_TBjQYZTA8?si=KygRXKRTcwCWqYYT&t=7055.

141 On Wednesday, November 26, 2025, PPS sent an email to Board members providing answers to Board questions received to date regarding the Procedeo RFP
and Procedeo proposal regarding Jefferson High School. The Board member stated she had asked additional questions via email that were bounced back as staff
were out of office until Monday, December 1, 2025, and continued to ask for answers to questions two hours before the Tuesday, December 2, 2025, Board meeting.
https://youtu.be/F TBjQYZTA8?t=8927.

142 According to PPS legal counsel, “they did, in real time and during the meeting, confirm that the issue raised by the Board member was not germane because the
cases involved a different section of the statute, not the statute involved with the Procedeo contract, and relayed that to the individual Board member verbally during
the meeting.” We could not confirm this assertion or whether it occurred before the Board vote based on our observation of the video recording of the PPS Board
meeting for December 2, 2025.

143 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F_TBjQYZTA8?si=mp5ujzkBWhWmbZth&t=8820.

144 PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F_TBjQYZTA8?si=nZaxNuHiZ-qxudye&t=9180.
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Immediately after these questions were not answered, the Board Chair called for a vote preventing board
members from further discussing the action or asking for additional information. The board member who had
raised questions indicated that she voted “no” because she had been blocked from receiving information.
Ultimately, the Board approved the contract with a vote of 5-2.

Boards require information to make informed decisions, and the December 2, 2025, board meeting effectively
served to prevent the flow of information from management to board members seeking answers. 145

View of Some Fiduciary Board members are “stewards of public trust’ and are “expected to
exercise reasonable care in all decision-making” and are education’s
i ) ) ‘watchdog, ensuring that taxpayers get the most for their tax
Align with Policy and dollars.”46 Yet, the PPS Board Chair questioned the scope and scale
Industry Guidance of oversight responsibilities related to their purview over bond
activities in relation to the Superintendent’s management role and
authority—even though the Board retains an inherent duty to oversee PPS operations as part of its
responsibilities for internal controls over bond activity given its legislative authority over the district and charge
and control of all activities. This narrow view of board fiscal and fiduciary responsibilities does not align with
statutes or industry best practices and increases risk to the bond program. 47

Responsibilities Does Not

For instance, at the December 2, 2025, board meeting, the Board Chair stated the board charter gives them
three responsibilities—(1) setting vision for the district including policy, (2) hiring and supervising the
Superintendent, and (3) approving the budget.*® While these are certainly important duties and responsibilities
of the Board, Oregon Revised Statutes §332.072 give the Board much broader authority over all business
transacted by the district. This role is reiterated in Board Policy 1.10.010-P that lays out the Board’s legal and
fiduciary responsibilities as elected representatives to have “charge and control of all activities and programs
of the District, including its property, personnel and finances.” While the Board can delegate some of its
authority for tasks and decision-making power to the Superintendent, it cannot

delegate its responsibility as the ultimate fiduciary duty belongs to the Board. Board policy establishes
board control of all

At that same meeting, the Board Chair asserted that if the Superintendent activities and programs
wanted to make staffing changes and structure a department “the way that she including property,

feels is the best way,” then “we are working outside our wheelhouse” as ~ Personnel, and finances.
volunteers.”49 Although day-to-day personnel items would fall under the

Superintendent’s role, changes in staffing affect PPS’ budget and the spending of resources. For instance, if
restructuring shifts funds through personnel hires or cuts, the Board should be informed and determine if

145 COSO Corporate Governance: Guiding Principles for Board Oversight discusses that boards can request scenario analyses so that major recommendations “reflect
both opportunity and downside risk.” Also, two school board associations state that the most effective boards have “rich dialogue that takes into consideration a wide
variety of points of view” including setting responsibilities of the board to seek “divergent and diverse perspectives in its decision-making process” as discussed in a
report by California Schools Boards Association’s Governance Consulting Services in January 2018 and the Washington State School Directors’ Association’s “Serving
on your local Schol Board: A foundation for success.”

146 According to the National School Boards Association and Board Source, a nationally recognized leader in nonprofit board research and tools.

147 Board responsibilities, controls, and risks from COSO Internal Control—Integrated Framework, United States Government Accountability Office Standard for
Internal Control in the Federal Government, COSO Corporate Governance: Guiding Principles for Board Oversight, National School Boards Association’s The
Keywork of School Boards Guidebook, West Virginia School Board Association School Board Members Role and Fiduciary Responsibilities, among other sources.
148 PPS Board of Education regular meeting on December 2, 2025, at https://www.youtube.com/watch?v=F TBjQYZTAS.

149 Board members are elected officials, not volunteers. PPS Board of Education regular meeting on December 2, 2025, at https://youtu.be/F _TBjQYZTA8?{=7436.
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anything needs board approval. Thus, the Board could better distinguish its oversight and governance role with
the role of the Superintendent and management to execute board policies, directions, goals, and strategies,
given board policy explicitly establishes the Board’s “charge and control” over personnel.

This responsibility is reiterated in Oregon Revised Statutes §332.505 giving the Board authority to employ
personnel, in addition to the Superintendent, and “fix the duties, terms and conditions of employment, and the
compensation.” Moreover, while board members volunteer their time, they are elected officials with fiduciary
responsibilities and liabilities and need to understand and define how to appropriately oversee the business of
the school district and bond program. Specifically, the Board is the entity responsible for setting the budget,
and staffing expenses, that are a large component of the budget, would be within the oversight of the Board.

At a Board Facilities Improvement Oversight Committee meeting on September 16, 2025, the Board Chair
discussed one of the Board jobs is to “‘oversee the budget to make sure there is no corruption or ethics
violations” as part of oversight. He commented that the Board getting
The Board needs systems and  involved with contracts was “potentially dipping into...managerial
protocols to help it meetits decisions,” citing that “the Board is not well-suited to do so” because they
fiduciary responsibilitiesas  do not know all the intricacies and “past meddling in contracts and
fiscal stewards of bond funds. = 5nnroval” “was very ineffective.”15 An additional comment included “what
kind of boss are we if our employee [the Superintendent] is constantly
feeling second guessed” highlighting disconnects.'s! Yet, Oregon Revised Statutes §332.075 speaks to board
authority to approve contracts as they are expenditures of budget appropriations. As such, the Board should
exercise core fiduciary duties to review financial terms with reasonable diligence and ensure the contracts are
a prudent use of funds.

Boards may exercise these duties by asking staff questions during public board meetings or postponing items
for a subsequent meeting if they need additional time to understand the intricacies. Although it is important not
to get involved with day-to-day operations running schools, PPS board policy specifically speaks to board
control over finances which would include bond expenditures for contracts and purchases.52 The Board’'s
responsibilities for voter-approved bond funds should be centered on spending taxpayer monies wisely and
legally to build and maintain functional and safe schools that meet educational needs.

PPS board policy and statutes, combined with inherent responsibilities for assuring PPS internal controls are
functioning properly, gives the Board more responsibility than just the three areas mentioned by the Board.
Because the Board is the fiscal steward of voter-approved public bond funds and has legal fiscal
responsibilities, systems and practices should be developed to help the Board meet those requirements.

View of Fiduciary Responsibilities Conflicts with Industry Guidance

The Board Chair's view of its fiscal oversight responsibilities also conflicts with industry guidance and other
school districts or school board associations we reviewed, as shown in the bullets that follow.

150PPS FIO committee meeting on September 16, 2025, at https://youtu.be/ad4QXrUOm7w?t=6696.
151 PPS Board of Education regular meeting on September 9, 2025, at https://www.youtube.com/watch?v=HGAsOQlyZ6kw .
152 Board Policy 1.10.010-P Paragraph (2).
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e Washington State School Directors’ Association’s Guide for Effective School Board Members notes
that board directors are responsible for overseeing financial decisions and regularly “ensuring that
financial resources are being used efficiently.”

e (California Schools Boards Association cites that board members are responsible for “overseeing
facilities issues” and “monitoring and adjusting district finances” to ensure fiscal accountability. As such,
boards should establish “systems and process to ensure accountability to the community including
fiscal accountability, accountabilities for programs and student outcomes, and staff accountability.”1%3

e According to the National School Boards Association, because the public has the “right to know what
it is getting for its money,” boards must be able to answer whether a district meets public expectations
for the “means and methods employed in pursuit” of outcomes to fulfill its fiscal accountability
responsibilities. 54

e Washoe County School District in Nevada describes in its Board Policy 9405 Capital Funding/Bond
Oversight how its fiscal oversight of capital bond expenditures includes establishing committee
responsibilities for preparing an annual report on expenditures, recommendations for construction
management, and capital improvement planning.

e The West Virginia School Board Association School Board Member's Role and Fiduciary
Responsibilities document quotes case law about fiduciary duty of board members, specifically that
members of a board have a duty to make detailed inquiry into any matter which appears wrong and
failure to do so is negligence and could violate state law. Further, as part of a board’s duty of care, it
cannot move forward without first obtaining an informed basis for the decision.

Because it can be difficult to balance and distinguish policy-setting and oversight responsibilities of the Board
from the Superintendent's management of the District, the Board should establish specific expectations and
protocols as it moves forward describing the steps they will use to monitor bond activities and hold themselves
accountable for the bond program on an ongoing basis.

Although Missed Opportunities As described earlier in Finding 6 and in Finding 4 of this

Impacted the Bond Proaram. PPS report, the Board did not fully seize opportunities to exercise
P gram, its oversight related to district controls and risks surrounding

Board is Working on Redefining bond contracting and the accuracy of information presented
Governance to the Board last fall 2025. These missed opportunities to
exercise fiscal oversight have affected the bond program
through an overpriced binding contract at the high end of market comparisons with provisions that create a
conflict by allowing the consultant to make recommendations for staffing changes that, if accepted by PPS,
result in additional compensation to the consultant. The board-approved bond management contract reduces
future competitiveness and increases reliance on an external firm given PPS’ termination of project delivery
staff as discussed in Findings 3 and 5 of the report.

153 The Role of the Board by California Schools Boards Association’s Governance Consulting Services in January 2018.

154 National School Board Association “Four ‘Big ideas’ of Board Governance: Juggling board responsibilities requires balance and support,” by Rick Maloney, June
2020.
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Yet, starting in early 2026, the PPS Board began working on improving its board governance. It participated in
several governance retreats led by external experts and worked on self-evaluations facilitated by
representatives of the Oregon School Board Association in public meetings. Since that time, the Board has
been asking more targeted questions and allowing for more diverse discussions and scrutiny during meetings
regarding bond activities since this work has begun.1%

Board Does Not Use its Internal Board members need information to make informed
decisions. While management provides most of this
i ) information to the Board, the Board must also have
As Part of Board Oversight Like reasonable assurance that information is accurate, reliable,

Some Other Districts Reviewed timely, and sufficient. It is the job of internal auditors to
provide such assurances as directed by the Board.!56

Auditor to Review Bond Activities

To help support accountability and ensure taxpayer dollars are spent effectively, the PPS Board created the
OIPA to conduct independent assessments giving the auditor authority to audit any district school, office, or
program as captured in Board Policy 1.60.040-P which aligned with best practice. To date, OIPA has primarily
focused on audits of non-bond operations and academic areas, rather than conducting reviews or audits of
bond expenditures or activities. Given the inherent risks associated with the bond program, the Board should
engage its OIPA to conduct risk assessments and regularly test controls, assure compliance, and identify
potential efficiencies over bond activity to enhance transparency and demonstrate the Board is accountable to
taxpayers.

Some other school districts use their internal audit function to audit capital projects and bond areas including
construction contract audits, construction management practices, alternative project delivery methods, and
close-out audits to name a few as shown in Exhibit 27.157

EXHIBIT 27. EXAMPLES OF INTERNAL AUDIT FOCUS AREAS AT SELECTED SCHOOL DISTRICTS

Approximate Size of Change Follow-Up

Bond  Capital Capital

District EStudent Bond Audits Projects Contracts Ordfer on Audit
nrollment Program Audits Recs
Portland Public Schools 43,000 $4 billion Audits do not focus on bond or capital delivery
East Side Union High School District 20,000 $572 million 4 v
Los Angeles Unified School District A 549,000 $16 billion 4 4 4 4 v
Seattle Public Schools 49,000 $4 billion 4 4 v 4
Tacoma Public Schools 28,000 $65 million v

Source: Public websites for school districts listed.
Note: AThe Internal Audit function resides within its Office of Inspector General.

Toillustrate this in practice, the Seattle Public Schools conducts internal capital project audits focused on areas
such as aspects of CMGC delivery and follow-up on capital audit recommendations as well as coordinating

155 Governance and evaluation discussion took place at PPS Board of Education meetings on January 30, March 8, and March 31, 2026.
156 Institute of Internal Auditors (I1A) The Role of Auditing in Public Sector Guidance and Supplemental Guidance.

157 Capital project audits focused on a variety of topics such as construction audits for cost savings, construction management practices, alternative CMGC
subcontractor selection, and CMGC contract close-out audits to name a few.
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external construction audits, CMGC contractor close-out audits, and more. All of which are publicly available
on their website. Tacoma Public Schools in Washington also has their internal auditor review capital projects
and, likewise, the Los Angeles Unified School District in California—while significantly larger than PPS—uses
its internal audit function to review bond-funded contracts, capital costs, and change orders.

Best practices from the Government Financial Officers Association recommend that regular monitoring of
capital project financial activities should include, at a minimum, a review of financial transactions to support
auditing and capital asset management that includes sources and uses of bond proceeds. Although PPS capital
bonds require an annual external performance audit of the bond program, the scope is focused on project
delivery and performance rather than detailed testing of bond expenditures. Even PPS’ annual financial
statement audit does not specifically focus on reviewing the allowability of bond expenditures as a financial
audit is focused on the fairness of financial statement presentation and federal program compliance—rather
than allowability of bond specific expenditures.

Because PPS’ bond program is half of the District's budget and considered high-risk due to its elevated profile
and increased public scrutiny, the Board could enhance practices by having its internal auditor conduct regular
bond expenditure audits—which may require an additional dedicated bond-funded audit position. This would
also give additional assurance to the public and BAC who must report on “whether the bond revenues are
expended only for the purposes for which the bonds were approved.”158

Board Could More Strongly As part of the Board’s responsibilities to ensure funds are
managed properly and taxpayer dollars are being protected
through strong internal controls, the Board’s OIPA functions as
an independent extension of the oversight function providing
objective advice with respect to how well internal controls are
functioning as intended, whether key risks are being managed, and whether information presented to the Board
for decision-making is reliable.’ The audit function serves as a critical part of district accountability and
provides assurance to parents, taxpayers, and the public that the tax dollars are spent effectively on the bond
program or whether improvements are needed.

Embrace the Role of its Internal
Performance Auditor Function

Yet, the Board’s June 23, 2026 meeting illustrated the limited value it placed on the internal audit function by
some board members. Although some members spoke of the critical oversight and transparency that OIPA
brings, there were statements made by other members that suggested a lack of understanding correlations
between audit effort, audit assurances provided, and resulting audit reports, as well as a proposal to reduce
OIPA staff.'60 Board policy affirms that the internal audit function is a tool and resource of the Board.

158 According to the Institute of Internal Auditors’ “Supplemental Guidance: The Role of Auditing in Public Sector Governance, 2nd Edition; Release Date January
2012” internal auditors “assist decision makers in exercising oversight by evaluating whether public sector entities are doing what they are supposed to do” including
“spending funds for the intended purposes.” They can focus on questions of whether “policies have been implemented as intended” and whether staff “implement
effective controls to minimize risks.”

159 COSO’s Corporate Guidance: Guiding Principles for Board Oversight, Guiding Principle #12 Risk Management and Inteal Control and IIA’s Tone at the Top
“Internal Audit's Role in Assuring Accurate Board Information,” Issue 84, October 2017.

160 PPS Board of Education Meeting regular meeting on June 23, 2026, at https://youtu.be/yind7KK-Bgc?list=PLkOIYRijyKDW0JUTJkac8RVNyBSthyp9&t=10218,
https://youtu.belyinJ7KK-Bac?list=PLkOIYRijyKDWOJUTJkac8fRVNyBSthyp9&t=10314 for proposal to reduce staff, and https:/youtu.be/yinJ7KK-
Bac?list=PLkOIYRijyKDW0JUTJkac8fRVNyBSthyp9&t=10363 for lack of understanding.
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Specifically, Board Policy 1.60.040-P states that the OIPA shall be staffed by a board-approved district
performance auditor and “such other employees or contractors as the Board” funds.

Further, the policy delegates authority to the District performance auditor to appoint, employ, and remove other
employees of the OIPA as “deemed necessary for the efficient and effective administration of the duties of the
office.” As such, the audit activities of all staff of OIPA are part of the Board’s audit and oversight function. 61

The Board needs to better understand how governance, management, and assurance work together to inform
decisions. While there are external bond audits conducted providing assurance to taxpayers, OIPA provides
internal assurance for the Board to provide confidence over the structures, controls and processes
management has put in place for continuous improvement.'62 Full-time auditors ‘have an advantage of
witnessing the entire fiscal year with an ongoing view of revenue and expense cycles.”'83 To help the Board
understand the internal auditor role, the Board Audit Committee, through discussions with OIPA, can better
recognize the strengths and weaknesses of district controls and ensure board members realize OIPA’s value.

Board Provides Oversight Guidance as far back as the 1970s, from the Oregon Board of

Education, notes the complexities of school construction and the
of General Fund, but influence of facility environments on student development. More
Should Also Review recent reports from the San Diego Unified School District cite studies
Annual Bond Capital linking modernized schools with improved lighting, air quality,
temperature, safety, and more to better attendance, improved test
scores, and drop-out rates—results that align with the Urban
Institute’s Center on Education Data and Policy.'64

Budget as is Best Practice

However, at PPS, annual budget presentations to the Board and the Board’s review focus on the general fund
with no board review or questions on the capital budget that encompasses the bond program. Over the last two
years, there were no public discussions on the capital budget even though the capital budget comprised a
larger percent of the overall district budget averaging 50 percent compared to the general fund’s 38 percent
average of the budget.'6> As such, as part of its fiduciary responsibilities, the Board should also review and vet
the PPS annual budget for its capital projects fund. Specifically, the Government Finance Officers Association
suggests several best practices that should be part of a presentation of the capital budget to a Board
including:166

v’ Capital planning policies, that include clear definition of capital projects, stakeholder roles, and
monitoring oversight.

v Master plans and capital improvement planning, with linkages of how capital improvement
decisions relate to master plans.

161 Institute of Internal Auditors (I1A) The Role of Auditing in Public Sector Guidance and Supplemental Guidance.
162]]A’s Three Lines Model, 2022.
163 |IA’s The Audit Committee: Internal Audit Oversight.

164 San Diego Unified School District Facilities and Construction webpage and the Urban Institute Research Report “Assessing the National Landscape of Capital
Expenditures for Public School Districts”, January 2023 by Kristin Blagg, Fanny Terrones, and Victoria Nelson.

165 |n addition to the general fund and capital projects fund, the remaining District budget consists of special revenue and internal service funds averaging 12 percent
over the same six-year period.

166 GFOA Materials Library Capital Budget Presentation.
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v Multi-year capital planning, linking the one-year capital budget to the multi-year capital improvement
plan with needs, financial impacts, and prioritizations.

v' Capital asset management, with facility condition assessment ratings.

v Individual capital project details, with description, schedules, and expenditure estimates or links
outside the capital budget where the details can be accessed.

Providing and reviewing this information is a critical component of the Board'’s oversight to understand spending
and prioritization as it relates to the bond and any other capital expenditures. Although PPS staff possess some
of this data such as a capital improvement plan and facility condition assessments, staff have not regularly
updated or provided these documents to the Board during the annual budget cycle. Having more information
to better understand how the annual capital budget aligns with PPS’ longer-term capital improvement plan and
the bond program and projects allows the Board to better fulfill its duties.
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Finding 6: Board

Recommendations

To promote integrity, better
fulfill fiduciary duties to
oversee bond program,
ensure controls are
functioning, enhance
transparency, and be more
fiscally accountable to
taxpayers

29.

30.

31.

32.

33.

34.

35.

Incorporate  elements of fiscal responsibilites and
accountability into the Board’s upcoming 2027 strategic plan
and vision to memorialize board fiscal responsibilities for
internal controls in general and over the bond program. This
should include an explicit definition of the differences between
operational direction and exercising fiscal oversight as part of
district controls and accountability.

Revise the Board's “Expectations and Operating Protocols”
document or authoritative documents to guide members on the
specific responsibilities and activities they should employ to
oversee capital funding, capital projects, and the bond
program. This could include expanding expectations in the
‘understand our fiduciary responsibilities” section of the
document.

Memorialize expectations and new protocols to guide how
board members are afforded the opportunity to ask questions
and scrutinize bond activity as part of deliberations and due
diligence either in the Board’s “Expectations and Operating
Protocols” document or in Board Policy 1.70.011-P Board
Meetings and Protocols.

Reiterate and follow the Board’s “Expectation and Operating
Protocols” document Section V.A.3 where if district staff is
unable to answer a question that comes up in board meeting
discussion, the Board office will note the question and provide
follow-up to the Board. These protocols could include
supporting analysis, when relevant, in subsequent board
meetings to address board inquiries.

Track unanswered board member questions raised during
public board meetings to record district responses in the
Board-District Q&A document and post to the BoardBook
public meeting platform to enhance transparency and give the
public insight into the veracity of board due diligence and
oversight.

Instruct the Office of Internal Performance Auditor to hire an
additional audit employee with capital delivery and bond
program audit expertise (paid for with bond funds) to provide
objective review over the bond program as an extension of the
Board’s oversight and ensure audit staff receive regular capital
project delivery training.

Assign the Board's Office of Internal Performance Auditor
responsibility to conduct annual reviews of bond expenditures

SJOBERG " EVASHENK

Page |103



Finding 6: PPS
Recommendations

To assist the Board in
providing needed oversight
of controls, fulfill its fiduciary
responsibilities, and increase
transparency

38.

and provide assurance to taxpayers that bond funds are spent
only for their intended and allowable purposes.

Have the Office of Internal Performance Auditor, or a public
industry member from the Board Audit Committee, develop
and provide training to the Board regarding the internal audit
assurance function including roles and responsibilities of the
Board Audit Committee.

Develop and provide training and education to the Board about
bond capital project delivery, lifecycle phases, and expected
activities in a written document or manual available to the
Board and stakeholders.

Present and discuss the annual capital budget with supporting
details to the Board so it can have requisite information to
properly review, understand linkages between capital planning
and bond spending, and make informed decisions.
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Appendix A: Scope and Methodology

School improvement bonds passed by voters require annual audits of bond projects and expenditures. To fulfill
that requirement, PPS engaged Sjoberg Evashenk Consulting, Inc. in October 2018 to conduct annual
performance audits of the school improvement bonds. For the current performance audit cycle, our audit period
covers a two-year period from July 1, 2024, through June 30, 2026.

Our objectives were as follows:

1.

Bond Budget, Schedule, and Scope Status
|dentify the delivery status of the Bond projects in terms of cost, schedule, and high-level scope against
bond pledges, in addition to assessing risks and challenges with the bond program and projects.

Bond Program Contingency Management and Usage
Assess whether PPS has a clear, documented process in place to manage, control, and use
contingency for the bond program.

Implementation Status of Prior Audit Recommendations
Determine whether PPS has sufficiently addressed prior audit recommendations related to bond
activities and implemented satisfactory corrective action through verification of actions taken.

To identify and assess risk as well as inform audit procedures, we conducted multiple interviews with more
than 50 individuals meeting on multiple occasions as follows:

Oversight: PPS Board members and BAC members

Executive Leadership: Senior Chief of Operations, Chief Financial Officer, Chief of Staff, and
Contracted Senior Legal Advisor

Office of Internal Performance Audit: Senior Internal Performance Auditor

Former OSM: Senior Director, Directors of Construction, Senior Project Managers, Manager of
Financial Services, Project Managers, and contracted Construction Managers

Former Real Estate & Construction: Senior Director and Director Project Management & Construction

RISE: Executive Director, Senior Director, Deputy Director, Senior Construction Manager, Senior
Design Manager

OTIS: Chief Technology Officer, Senior Director of Technology Operations, and Communications and
Change Manager

OTL: Senior Director of Instructional Excellence & Improvement and Manager of Instructional
Resources Adoption

CSE: Senior Director of Family & Community Engagement

Other management and staff including the Chief of Integrated Operations, Director of Purchasing and
Contracting, Senior Contracts Analyst, Senior Accountant Bond Accountant in Finance, Budget
Director in Finance, and Senior Director of Human Resources Operations.

External contractors involved in 2017 Bond and 2020 Bond projects and other external bond
stakeholders.
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We completed work to assess internal controls significant to our audit, including controls over project delivery,
program management, staffing, expenditures, payroll, contracting and procurement, data reporting, and
oversight and governance. We reported our conclusions throughout the report in Findings 1 through 6.

To assess the overall bond status, progress, and performance of the 2012 Bond, 2017 Bond, 2020 Bond, and
2025 Bond projects in terms of cost, schedule, and high-level scope for adherence with the bond pledges and
planning documents, we:

Analyzed the schedule delivery status and budget status by reviewing underlying cost and schedule
estimate at completion from the e-Builder system project files in addition to materials and reports
presented to oversight groups.

Compared the type and quantity of projects OSM planned as described in bond documents or internal
facility plans against those projects OSM completed for each “category type” of improvement for each
bond cycle and assessed high-level delivery progress.

Reviewed baseline schedules and budgets to compare delivery status and costs to initial plans.

Compared actual costs and schedules against planned budgets and schedules from internal OSM
planning documents at the time the bond ballot measure was put before the voters.

Conducted high-level review of significant variances in budget and schedule using project file data
such as Owner-Architect-Contractor meeting minutes, project status reports, schedule reports,
requests for information, change orders, and other project files. Investigated significant variances in
cost or schedule to determine PPS steps to minimize risk.

To evaluate fiscal controls over bond expenditures and contingency practices, we:

Assessed fiscal controls in place to ensure project eligibility, allowability of costs, expenditure reviews
and approvals, and audits of expenditures aligned with the bond measure and best practice.

Evaluated contingency policies and practices for managing, controlling, and using contingency for the
bond program, including identifying and confirming the amount of funds in bond contingency.

Identified project prioritization and selection protocols to determine if OSM had selected and executed
projects according to criteria outlined by PPS and bond language.

Reviewed processes at a high-level for tracking expenditures and the timing of bond spending and
cash flow for impact on contingency usage.

Tested project, payroll, and contract expenditures for allowability and approval, against underlying
supporting invoices, bond language, and legal and accounting guidance.

Considered authoritative legal and accounting principles including the Oregon constitution, IRS
regulations, general obligation bond language, and industry guidance to define capital assets and test
bond compensability.

Reviewed and interpreted relevant accounting principles and statements including Generally Accepted
Accounting Principles (GAAP), Governmental Accounting Standards Board (GASB) Statements,
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GASB Interpretations (through GASB Technical Bulletins and GASB Implementation Guides), and
GASB Accounting Codification Section 1400 “Reporting Capital Assets.”

Reviewed and interpreted AICPA literature, cleared by GASB, in addition to nonauthoritative
accounting literature in GASB Concepts Statements, pronouncements of the Financial Accounting
Standards Board (FASB), Accounting Standards Board, and the International Accounting Standards
Board.

Compared PPS practices, processes, and interpretations against other school districts and public
entities delivering capital programs or managing general obligation bonds.

To evaluate program management and project delivery practices as well as assess risks for the bond program
and related projects, we:

Reviewed PMPs, PTMPs, RACI matrices and SOPs as well as organizational charts, staffing, and
reporting structures in place with OSM as well as with RISE.

Assessed reorganization and outsourcing strategies against available underlying data, documents, and
analysis including communications and discussions.

Examined documents provided surrounding interactions with other school districts, industry, and other
consultants to craft reorganization and outsourcing strategies.

|dentified and reviewed relevant contracts approved by the Board significant to the bond program
considering past audit work conducted on contracts and overall risk to the bond program.

Tested related procurement solicitation practices and reviewed contract terms, conditions, pricing, and
invoicing against best practices and Oregon Revised Statutes, including evaluating contract monitoring
practices.

Compared delivery, outsourcing, and contract practices against other school districts and capital
construction programs as well as industry leading practices.

To assess fiduciary responsibilities and oversight exercised by the Board, board committees, and the BAC to
oversee risk and ensure transparency and accountability as well as determine how those actions compared
with best practices in industry, other districts reviewed, and bond measure accountability, we:

Observed, reviewed, and assessed meeting packages oversight of the Board, Audit Committee,
Facilities Improvement Oversight Committee, and the Bond Accountability Committee between July
2024 and June 2026.

Evaluated the accuracy and transparency of bond information provided to oversight bodies.

Assessed oversight demonstrated for the bond program and related contracts in agendas, meeting
minutes, supporting materials provided, discussions, and question-and-answers documents.

Reviewed oversight demonstrated over the capital projects budget.

Considered the function and use of the Office of Internal Performance Auditor as an extension of board
oversight into the bond program.
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e Compared fiscal oversight governance policies and protocols against board policy and procedures,
Oregon Revised Statutes, other school districts, and capital construction programs as well as oversight
and control industry leading practices.

To compare PPS bond protocols against control practices, industry guidance, and other school districts, we
considered guidance from organizations including, but not limited to, the following:

e Controls: The Committee of Sponsoring Organizations of the Treadway Commission (COSQ)’s Internal
Control-Integrated Framework, Enterprise Risk Management Framework; COSO Corporate
Governance: Guiding Principles for Board Oversight; and Comptroller General of the United States’
Government Accountability Office Standards for Internal Control in the Federal Government.

e Industry: Construction Owners Association of America, Construction Management Association of
America, National School Board Association, National Center on School Infrastructure, National
Council on School Facilities, Oregon School Facilites Management Association, Oregon School
Boards Association, California School Boards Association, California Association of Bond Oversight
Committees, Project Management Institute’s Common Body of Knowledge (PMBOK), PMBOK
Construction Extension, National Association of Construction Auditors, and National State Auditors
Association.

e School Districts: Albuquerque, Arlington, Austin, Beaverton, Boulder, Chicago, Columbus, Compton,
Corvallis, Cypress-Fairbanks, Dallas, Denver, District of Columbia, Fort Worth, Fresno, Long Beach,
Los Angeles, North Clackamas, Oakland, Omaha, Sacramento, Salem-Keizer, San Diego, San
Francisco, Seattle, Tacoma, Tucson, Tulsa, and Wichita.

To identify the status of prior audit recommendations and evaluate PPS’ progress toward implementing
corrective action, we:

o Verified auditee implemented actions for recommendations noted as closed during our audit period by
confirming against relevant documents and fieldwork analyses.

e For recommendations noted as still open and not yet addressed during our audit period, we assessed
status and progress toward implementation. Where applicable, we considered the rationale and
challenges faced with not implementing recommendations.

In performing this audit, we relied on electronic data files obtained from the district for testing program status
(e-Builder system), contracts (Contract Management System, or CMS), and expenditures (PeopleSoft financial
system). Prior audits validated information from the e-Builder system against source documents, and external
auditors test the reliability of financial data from the PeopleSoft system as part of annual Single Audits. The
CMS system was used to gather statistics and is not considered significant to our audit objectives. Thus, there
is sufficient evidence in total to support our audit findings, conclusions, and recommendations.

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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Appendix B: Summary of Audit Recommendations with Priorities

Below, we summarize the 38 audit recommendations discussed throughout the report. Auditors used
professional judgment and rated the audit recommendations based on the degree of risk or impact to the bond
program goals and pledges, PPS’ ability to effectively administer the bond program, and accountability as
shown in Exhibit 28 starting on the next page. Priority categories are as follows:

HIGH PRIORITY MEDIUM PRIORITY LOW PRIORITY

27 of 38 11 of 38 0 of 38
Recommendations Recommendations Recommendations

Significant risk to achievement of bond goals and pledges, could substantially

HIGH affect PPS’ ability to effectively administer the bond program and its long-term

PRIORITY Success, or is critical for transparency and accountability. Prompt action is
warranted to address concerns and reduce risk.

Moderate risk to achievement of bond goals and pledges, could importantly
MEDIUM affect PPS’ ability to effectively administer the bond program and its long-term
PRIORITY  Success, or would help strengthen transparency and accountability. Action is
needed to address concerns and reduce risk.

Does not present notable risk or affect PPS’ ability to effectively administer the

LOW bond program and its long-term success. Represents opportunity for

PRIORITY improvement but is not vital to the bond’s success or program activities. Routine
attention is warranted.
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EXHIBIT 28. COMPREHENSIVE AUDIT RECOMMENDATION MATRIX WITH PRIORITY RANKINGS

Audit Recommendation m

Finding 1: PPS Generally Fulfilled its Bond Pledges with Projects Completed On-Schedule and Within Revised Budgets ‘

Clearly define what success looks like for meeting bond pledges including definitions of project
1. | completion in terms of open for student use, outstanding punch list items, on-budget and schedule, or | PPS | Medium
other factors considered.

Regularly measure and report on progress and completion against the established definitions for bond
2. | success so that it is clear to the public what the District and the Board consider in meeting bond | PPS | Medium
pledges.

Provide a complete list of outstanding bond audit recommendations with implementation status,
3. | planned corrective actions or actions taken, and estimated dates for resolution to the relevant board | PPS | Medium
committees and BAC on a quarterly basis for oversight and review.

Assign the Board’s Office of Internal Performance Auditor responsibility to periodically review
4. | implementation as part of its assurance function to determine if corrective controls are implemented | Board | Medium
as needed.

Finding 2: PPS Needs to Strengthen Certain Fiscal Controls and Practices to Correct Instances of Unallowable and
Unsupported Bond Spending and Prevent Future Occurrences

Develop, document, and follow a methodical, transparent process for identifying, prioritizing, and
vetting eligibility and appropriateness of expenditures and related bond infrastructure projects for
capital improvements that could be funded by additional bond premiums or excess contingency funds
as they become available and once bond pledged projects are completed. The process and procedures
should align with accounting guidance and bond measures in addition to address reallocations of
contingency funds, include assumptions and factors used to arrive at priority recommendations, and
ensure there is a clear and defendable protocol for selecting certain improvement projects over others
prior to project start.

PPS | High

Prepare journal entries to correctly charge the approximate $193,400 of unallowable bond
6. | expenditures that auditors identified back to the general fund replenishing the bond program for those | PPS High
funds for use on eligible bond projects only.

Use PPS’ existing bond spending reporting tools to prepare a more detailed annual public bond
expenditure report itemizing the types and amounts of expenses and project improvements paid by
bond funds (including, but not limited to, administrative costs, debt service, and infrastructure
categories) and where the facility improvements were located (headquarters versus specific school) to
aid in transparency. Provide the report to the relevant board committees and BAC, as well as make
the report available on the PPS website.

PPS Medium

Assign authority to a designated individual(s) and formalize a process, protocols, and/or steps to be
taken before approval of funding one-time, partial, or full-time bond staff positions and related salaries
8. | and benefits, that includes an annual review and documented support for planned staff charges tothe | PPS | Medium
bond and to ensure actual work performed aligns with the planned funding percentage (or needs to be
modified).

Implement newly established process for staff salaries and benefits paid by the bond program to be
supported by signed certifications attesting to time spent on bond program.

PPS | High

Identify a position within the Finance Department to be responsible for performing and monitoring bond
fiscal compliance including developing and executing a comprehensive post-issuance compliance
10. | program with procedures for monitoring compliance with the legal and financial aspects of bond | PPS | Medium
issuance. Compliance would include requiring the Finance Department to conduct more active fund
management by using its own cash flow tracker by fund and bond issuance to monitor proceeds,
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Audit Recommendation m

tracking that actual yields are not more than the bond yields, and working with RISE when necessary "
to troubleshoot issues if spend rates are not materializing as expected and required.

Expedite the hiring of an external construction auditor to conduct audits reviewing accounting and
payroll records of the general contractors on the Cleveland, Ida B. Wells, and Jefferson High School
11. | modernization projects for identifying cost savings related to labor burden rates during guaranteed | PPS High
maximum price contract negotiations and throughout the project lifecycle-—and ensure this level of
general contractor testing and contract compliance is conducted and documented.

Finding 3: PPS Outsourced Bond Program Management Functions and Changed Delivery Approach, but Did not Establish
a Business Case for the Change and Needs to Strengthen Oversight Control for the Newly Outsourced Operations

Develop a comprehensive roadmap plan with specific steps, activities, and timeline for decreasing
reliance on external bond program management staff for project efforts and start rebuilding in-house
capital expertise through hiring bond delivery staff. The plan should address supplementing the

12. remaining PPS employees involved with the bond projects to build back capacity and ensure the PPS High
longevity of the bond program—while still receiving support, guidance, and management from the
external bond management program consultant.
Deploy additional construction management support and control over the modernization projects so

13 that sufficient staffing is available to monitor scope, schedule, and cost through job-site presence and PPS High

supervision for managing change requests, reviewing submittals, overseeing testing and inspections,
and reviewing contractor payment applications among other areas.

Fill the newly advertised job opening for the Executive Director over Capital and Planning position with
an individual possessing deep expertise over large-scale public-sector capital delivery programs and
14. | knowledgeable in bond funding to oversee RISE and make informed owner-level decisions, as needed, | PPS High
based on RISE recommendations and monitor the external bond program management consultant’s
contract and performance.

Finding 4: Certain Activities and Assertions Made Before and During the Development and Approval of Bond Program
Management Contract Hampered a Fair and Transparent Procurement and Increased the Risk that the Solicitation and
Award Process was Compromised

Publicly clarify that remaining active projects from the 2012 and 2017 Bond programs relate to
15. | additional facility improvements that PPS was able to provide as funded by bond premiums and interest | PPS High
earnings, and not indicative of bond work not completed.

Establish, document, and follow protocols for market outreach or collaboration with potential bond
consultants and contractors in the industry that prevent situations that could compromise competition,
mitigate risk of potential conflicts of interest, protect the integrity of the contract process and related
scope of work, and are transparent.

16. PPS High

Strengthen solicitation processes to (1) modify protocols for selection of evaluation panel members to
guard against conflicts, (2) ensure instructions for evaluating proposals exclusively against criteria
contained in solicitation materials are clear, and (3) clarify instructions surrounding completion of
17. | required conflict of interest disclosures and review disclosures for solicitations to ensure instances of | PPS High
actual, potential, or perceived conflicts are mitigated. These procedures should be included in pre-RFP
training of staff before evaluating proposals to provide procedures and tips to help accurately evaluate
and score proposals.

Develop or procure training focused on practical examples of ethics, conflicts, and fraud, waste, and
abuse situations geared to the bond program that also identify red flags that heighten risks of
18. | compromised solicitation and require annual training for the Board, PPS leadership and staff, and | PPS High
contractors involved with the bond program. This training is meant to supplement legal training
provided to the Board on public meeting rules and ethics for public officials.
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Audit Recommendation m

Finding 5: External Bond Program Management is Common, but PPS’ Contract Contained Financial Terms That
Disproportionally Benefit the Consultant and PPS Overpaid More than $762,000 Among Other Risks Noted

Correct math errors PPS used to calculate bond program management contract compensation by
19. | lowering the overall contract value by $549,000 and seek to amend the Procedeo bond program | PPS High
management contract to reflect that change.

Renegotiate the Procedeo bond program management contract compensation using a more

20. reasonable fee percentage aligned with industry and seek to amend the contract to reflect the change.

PPS | High

Adjust the next Procedeo bond program management invoice by the remaining overpayment identified
21. | by auditors as of the April 2026 invoice to comply with the bond program management contract and | PPS High
calculate the adjustment to reduce subsequent invoices.

Formalize the newly created methodology to calculate district costs required to be deducted from
22. | Procedeo’s monthly bond program management invoices and ensure amounts payable are properly | PPS High
adjusted each month on a go-forward basis.

Require Procedeo to provide a detailed staffing plan for bond program management services showing
23. | how much effort is needed to provide contracted services by estimating hours and cost per staff and | PPS High
by function or service provided.

Seek to amend the Procedeo bond program management contract to add provisions requiring details
24. | behind the number of staff hours worked and rates staff on monthly invoices in addition to progress | PPS High
reporting of tasks completed during the monthly invoice period.

Seek to amend the Procedeo bond program management contract to remove the $6.5 million in vague
and self-serving incentive provisions that do not align with best practices. If PPS will not remove the
25. | incentives, at a minimum: (1) amend the contract to define and set the “on time” milestone date for | PPS High
CBSE in writing, (2) remove the $750,000 staff retention incentive, and (3) recraft the $5 million
schedule incentive to link staying on budget as well as on schedule to earn the incentive.

Develop, document, and implement procedures for reviewing bond contract scope of work provisions
prior to executing a contract to verify that the scope of work is clear, deliverables are well-defined,
proposed contract cost estimate is supported, contract requires invoicing to show details of services
provided, and content does not contain conflicting scope of work statements or other provisions.

26. PPS Medium

Develop, document, and implement procedures for bond contract monitoring that clearly identify
27. | responsibilities, monitoring activities to be performed, how to document monitoring and reviews, and | PPS High
escalation procedures for any contract performance non-compliance.

Assign the Office of Internal Performance Auditor responsibility for providing assurance that (1) the
28. | methodology for reducing district costs from monthly Procedeo bond program management invoices | Board High
complies with contract provisions and (2) controls in place are functioning as intended.

Finding 6: Board Did not Adequately Scrutinize its Contract for Bond Program Management Services and Has a Narrow
View of its Fiscal Responsibility to Oversee Management Controls and Bond Activities

Incorporate elements of fiscal responsibilities and accountability into the Board’s upcoming 2027
strategic plan and vision to memorialize board fiscal responsibilities for internal controls in general and

29 over the bond program. This should include an explicit definition of the differences between operational Board High
direction and exercising fiscal oversight as part of district controls and accountability.
Revise the Board’s “Expectations and Operating Protocols” document or authoritative documents to

30. guide members on the specific responsibilities and activities they should employ to oversee capital Board High

funding, capital projects, and the bond program. This could include expanding expectations in the
“understand our fiduciary responsibilities” section of the document.
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Audit Recommendation

31.

Memorialize expectations and new protocols to guide how board members are afforded the opportunity
to ask questions and scrutinize bond activity as part of deliberations and due diligence either in the
Board’s “Expectations and Operating Protocols” document or in Board Policy 1.70.011-P Board
Meetings and Protocols.

Board

o | proy

High

32.

Reiterate and follow the Board’s “Expectation and Operating Protocols” document Section V.A.3 where
if district staff is unable to answer a question that comes up in board meeting discussion, the Board
office will note the question and provide follow-up to the Board. These protocols could include
supporting analysis, when relevant, in subsequent board meetings to address board inquiries.

Board

High

33.

Track unanswered board member questions raised during public board meetings to record district
responses in the Board-District Q&A document and post to the BoardBook public meeting platform to
enhance transparency and give the public insight into the veracity of board due diligence and oversight.

Board

High

34.

Instruct the Office of Internal Performance Auditor to hire an additional audit employee with capital
delivery and bond program audit expertise (paid for with bond funds) to provide objective review over
the bond program as an extension of the Board's oversight and ensure audit staff receive regular
capital project delivery training.

Board

High

35.

Assign the Board’s Office of Internal Performance Auditor responsibility to conduct annual reviews of
bond expenditures and provide assurance to taxpayers that bond funds are spent only for their
intended and allowable purposes.

Board

High

36.

Have the Office of Internal Performance Auditor, or a public industry member from the Board Audit
Committee, develop and provide training to the Board regarding the internal audit assurance function
including roles and responsibilities of the Board Audit Committee.

Board

Medium

37.

Develop and provide training and education to the Board about bond capital project delivery, lifecycle
phases, and expected activities in a written document or manual available to the Board and
stakeholders.

PPS

Medium

38.

Present and discuss the annual capital budget with supporting details to the Board so it can have
requisite information to properly review, understand linkages between capital planning and bond
spending, and make informed decisions.

PPS

Medium
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Appendix C: Status of Bond Programs 2012, 2017, 2020, 2025

Exhibits 29 through 33 that follow show the 2012, 2017, 2020, and 2025 Bond project status comparing projects
planned as part of ballot language and supporting district budgets against projects completed and funds spent.

Bond Cost Status, as of March 2026

EXHIBIT 29: 2012 BOND COST STATUS, AS OF MARCH 2026

Ol | Gl | s Ol Bt || TS
Faubion PK-8 School $ 28,000,000 | $ 49,907,210 | $§ 49,907,210 | $ $ 49,907,210 | $
Franklin High School $ 85,000,000 | $112,332,404 | $112,332,404 | $ $112,332,404 | $
Grant High School $ 95,000,000 | $158,438,053 | $158438,053 | $ $158,438,053 | $
Roosevelt High School. $ 70,000,000 | $100,490,733 | $100,490,733 | $ $100,490,733 | §
Educational Facility Improvements $ 5,000,000
$71650,845 | $ 71,647,945 | § $71647,945 | $ 2,901
Seismic & Other Building Improvements $ 69,500,000
Debt Repayment $ 45,000,000 | $45,000,000 | $ 45,000,000 | $ $45,000,000 | $
Program Costs $ 84,500,000 | $31,741,604 | § 31486598 | $ $31,487,500 | $ 254,104
Additional 2012 Bond Funded Projects
Franklin Projectors $ 72951 | $ 25260 | $ 20485 | § 72951 | §
Franklin External Flashing $ 120,000 | $ 3495 | § 6,004 | $§ 120,000 | $
Franklin Teen Parent Playground $ 160,130 | $ 160,130 | $ $ 160,130 | $
Grant Aux Gym Batting Cages $ 34113 | § 34113 | § $ 34113 | §
Grant Bowl ’ ) $ 3,170,988 | § 3170988 | § $ 3,170,988 | §
Grant Gym Lighting $ 487% | § 4879 | $ $ 487% | §
Grant Plumbing $ 31189 | $ -1 9 24500 | § 31189 | §
Roosevelt Phase IV $ 6,157,969 | § 6,157,969 | § - $ 6,157,969 | $
Sub-Total Bond Proceeds $482,000,000 | $579,356,984 | $578,903,692 $50,989 $579,099,980 $257,004
Bond Premium & Interest $ 68,660,714
Concordia Grant for Faubion $ 15,593,712
Other (Grant, Federal, General Fund) $ 13,102,558

Total 2012 Bond Funds

‘ $579,356,984 ‘ $579,356,984 ‘ $578,903,692

$50,989

$579,099,980

$257,004

Source: Original Bond Budget per 2012 Bond Fact Sheet. March 2026 Budget, Expenses, Estimate at Completion from e-Builder Bond Program Budget Summary

report, with an initial report run date of June 19, 2019, and updated March 23, 2026.

EXHIBIT 30: 2017 BOND COST STATUS, AS OF MARCH 2026

2017 Bond Categories ‘ Original Bond Current Budget ‘ Expenses Eg::ﬁ;?:;t%s EZ;E’::::: Ava:?:;r:igig%en d
Benson Polytechnic High School $ 202,000,000 | § 172,902,807 | $172,159,363 | § 3,105,923 $172,902,807 | $
Lincoln High School 187,000,000 | $ 240,956,006 | $224,216,138 | $ 5,976,292 $224609,921 | § 16,346,085
Kellogg Middle School 45,000,000 | $§ 57,892,617 | $ 57,892,617 | $ - $ 57,892,617 | §
McDaniel High School 146,000,000 | $ 200,687,872 | $ 200,498421 | $ 16,714 $200,735,064 | $ (47,193)
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2017 Bond Categories

Original Bond

Current Budget

Expenses

Outstanding
Encumbrances

Est. Cost at

Remaining

Completion

Available to Spend

Health & Safety $ 150,000,000 | § 184,934,153 | § 146,452,458 | § 10,742,112 | $190,096,707 | $ (5,162,554)
Administration $ 40,000,000

Contingency § 20000000 $ 66,794,643 | $ 62,342,802 | $ 496,595 | $ 62,821,305 | $ 3,973,338
Additional 2017 Bond Funded Projects

Athletics: Benson Buckman Track $ 615815 | § 455,003 | $ - § 455003 | $ 160,812
Athletics: Grant Bowl Field & Track $ 1,532,050 | § 1,486,482 | § 8599 | § 1495081 | § 36,969
Benson Follow-On Projects $ - $ 1,115,020 | $ - 1S 178350 | $ 1,115,020 | $ -
Benson Guardrail Remediation $ 250,000 | $ 250 | $ 90,272 | $ 125000 | $ 125,000
Benson Parapet Remediation $ 1,500,000 | $ 20,389 | $ 1,159,602 | $ 1,300,000 | $ 200,000
Sub-Total Bond Proceeds $ 790,000,000 $ 929,180,982 $ 865,523,923 $ 21,774,459 $ 913,548,525 $ 15,632,457
Bond Premium & Interest $ 102,445,285

Other (Grant, General Fund) $ 20,675,150

Total 2017 Bond Funds

$ 913,120,435

$ 929,180,982

$ 865,523,923

$21,774,459

$ 913,548,525

Source: Original Bond Budget per 2017 Bond Fact Sheet. March 2026 Budget, Expenses, Estimate at Completion from e-Builder Bond Program Budget Summary

$ 15,632,457

report, with an initial report run date of June 19, 2019, and updated March 23, 2026. Remaining Available to Spend shown in Exhibit is less than Finding 1 Exhibit 7
because it represents a calculated amount over/(under) the Estimated Cost at Completion minus Current Budget—it does not account for unused funds remaining in
project contingency not yet moved back to program contingency for additional projects.

EXHIBIT 31: 2020 BOND COST STATUS, AS OF MARCH 2026

2020 Bond Categories

Original Bond

Current Budget Expenses

Outstanding

Encumbrances

Est. Cost at

Remaining

Available to Spend

mﬁngmbP“W”smewmm $ 64000000 | § 80515523 | $ 78016041 | - |'s 78018881 | 5 2,496,642
Cleveland High School $ 20000000 | $ 23685241 | § 14423597 | § 9255919 | § 26115722 | $  (2430,480)
Ida B. Wells High School $ 20,000,000 | $ 20,000,000 | § 17,299,079 | $ 2405551 | § 25579428 | $  (5579,428)
Jefferson High School $ 311,000,000 | $ 366007500 | § 28208577 | § 36345792 | § 384348772 | $  (18,341272)
2017 Bond Balance § 152,000,000 | $ 164,903,890 | $160.440.954 | § 2100457 | § 164,903,890 | $ -
&;ggg;°r8b°kswde"tEXCdbnce $ 60000000 | $ 60,000,000 | § 16,222,680 | $ 1,700 | $ 60,000,000 | § -
Roosevelt Phase V § 2000000 | $ 2000000 | § 97,625 | § 1035 | $ 2000000 | § -
Infrastructure $ 241,000,000 | $ 266,439,857 | $234617.276 | § 26824442 | § 261441718 | $ 4,098,139
Curriculum § 53444000 | $ 65882964 | § 56,991,203 | § 1031773 | § 61318132 | § 4,564,832
Technology § 128200000 | $ 150,342,921 | § 99,509,485 | § 22456798 | $ 132,766,049 | § 17,576,872
Administration $ 63,098,640

o— S 93257 %0 § 153379170 | $ 32650008 | § 1647776 | $ 67043916 | § 86,335,254
Sub-Total Bond Proceeds $1,208,000,000 | $1,353,157,066 | $738.477,514 | $ 102,071,243 | $1,263536,508 |  $89,620,558

Bond Premium & Interest

Total 2020 Bond Funds

$ 125,638,085

$1,333,638,085

$1,353,157,066

$738,477,514

$ 102,071,243

$1,263,536,508

$89,620,558

Source: Original Bond Budget per 2020 Bond Fact Sheet. March 2026 Budget, Expenses, Estimate at Completion from e-Builder Bond Program Budget Summary
report, with an initial report run date of June 19, 2019, and updated March 23, 2026.
Note: Cleveland, Ida B. Wells, and Jefferson High School amounts shown are 2020 Bond funds only. The 2025 Bond pays for Cleveland and Ida B. Wells
construction as well as another $100M to complete Jefferson. 2017 Bond Balance category was for completing Benson High School.
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EXHIBIT 32: 2025 BOND COST STATUS, AS OF MARCH 2026

Total 2025 Bond Funds

$1,888,973,144

2025 Bond Categories Original Bond Current Budget Expenses Egg&?‘:%?::lges EZ%%?:; Avai'IQ:l;‘I]:itngpen d
I. Physical Facility Improvements $ 269,000000 | $ 269000000 | § 43936 | $ 4314112 | § 265467882 | $ 3,532,118
gﬂymmmmwmwme$1wmm0$wwwm $ 24326 | § 3325838 | $ 188,857,331 | § 1,142,669
2raﬁtth'::frfkfxlv‘f;cskys'(‘)’ﬁ"MF;?:;;‘I’)‘*" § 79000000 | § 79000000 | § 19610 | § 988273 | § 76610551 | § 2,389,449
:ggg‘:,%"::gﬂfs'&mc“”"'°gy $ 242,000000 | $ 242000000 | $26106074 | $ 3916460 | $ 242,300,000 | $ 300,000
A. Technology $ 176000000 | $ 176,000,000 | $26,106074 | $ 3916460 | $ 176000000 | $ -

C. Physical Education (Unallocated) $ 10,000,000 | § 10,000000 | $ -8 $ 10,000,000 | $ -

B. Curriculum $ 56000000 | § 56,000,000 |$ -1s $ 56,300,000 | § 300,000
lll. Modemizations $1,150,000,000 | $1,149,706,151 | $ 336761 | § 40211526 | $1172,198456 | §  (22492,305)
Cleveland High School incl.above | $ 447368519 | § 193028 | $ 10833612 | § 455360,940 | § (7,992,421)
Cleveland High School Marshall Swing $ - $ 2512500 | $ -1 S $ 2512500 | $ -

Ida B Wells High School incl.above | $ 429350000 | § -|'$ 20350062 | $ 443849884 | §  (14499,884)
Jefferson High School incl.above | $ 100,000,000 | § I $ 100,000,000 | § -
Elementary & Middle Schools Meeks $ -8 175000 | § 143733 | § 18,853 | $ 175,000 | $ -
(Ed?]’;‘lfggzg dg; Middle Schools incl.above | $ 170300132 | § s $ 170,300,132 | § -

IV. Administration §$ 83050000 | $ 83,050,000 | $ 5691791 | $ 60802000 | $ 83050000 | $ -

V. Contingency $ 83,050,000 | § 125956,806 | $ -1 8 - | $ 125,956,806 | $ -
Sub-Total Bond Proceeds $1,827,100,000 | $1,869,712,057 | $32,178,568 | $109,244098 | $1,888,973144 |  $(18,660,187)
Bond Premium $ 42,906,806

$ (18,660,187)

‘ $1,870,006,806 ‘ $1,869,712,957  $32,178,568 | $109,244,098

Source: Original Bond per PPS Board Staff Memo, January 7, 2025. March 2026 Budget, Expenses, Estimate at Completion from e-Builder Bond Program Budget
Summary report, with an initial report run date of June 19, 2019, and updated March 23, 2026.

Note: Cleveland, Ida B. Wells, and Jefferson High School amounts shown are 2025 Bond funds only. The 2020 Bond pays for Cleveland High School, Marshall
Swing, and Ida B. Wells planning, as well as design and Jefferson construction.

Bond Schedule Status, as of March 2026

Most school modernizations projects opened to students on schedule as planned in pre-bond schedules or
revised masterplans except for Jefferson High School, Cleveland High School, and Ida B. Wells High School.

EXHIBIT 33: 2012, 2017, 2020, 2025 BOND DELIVERY STATUS, AS OF MARCH 2026

Bond Categories Planned Actual Variance
2012 Bond Categories

Faubion PK-8 School 08/2017 08/2017 On Schedule
Franklin High School 08/2017 08/2017 On Schedule
Grant High School 08/2019 08/2019 On Schedule
Roosevelt High School 05/2017 08/2017 3-Month Delay
Educational Facility Improvements Summer 2013 - 2018 Summer 2016 2 Years Early
Seismic & Other Building Improvements Summer 2013 - 2018 Summer 2016 2 Years Early

2017 Bond Categories
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Bond Categories Planned Actual Variance

Benson Polytechnic High School 08/2024 08/2024 On Schedule
Lincoln High School 09/2022 08/2022 1-Month Early
Kellogg Middle School 09/2021 0972021 On Schedule
McDaniel High School 09/2021 0972021 On Schedule

Health & Safety
(ADA, Asbestos, Fire Alarm / Sprinklers, Lead Paint, Radon Mitigation,
Roofs/Seismic, Security Systems, Water Quality)

Summer 2017 - 2023 (Phased,
Mostly Summer Implementation)

Summer 2022 except Asbestos (ETC 2027),
Lead Paint (2025 extra sites), and Roofs /
Seismic (ETC 2026 extra sites).

Athletics (Benson Buckman Track, Grant Bow Field & Track

n/a — additional project

1212024 nfa

Follow-On Projects Benson Guardrail, Parapet Remediation

n/a — additional project

ETC 2026 nfa

2020 Bond Categories

Benson Multiple Pathways to Graduation (MPG)

See 2017 Bond: Benson Polytechnic High School.

Center for Black Student Excellence (CBSE)

06/2025

Actual Open TBD - Est. 2029

Jefferson High School

Original: 03/2027
Revised 1: 08/2026
Revised 2: 08/2029

Actual Open TBD - Est. 08/2029

Roosevelt Phase V Masterplan 05/2024 06/2024 1-Month Delay
. . ) 11/2024 14-Month Delay due
Planning, Design, Pre-Construction Cleveland & Ida B. Wells (100% Design Development) 01/2026 to Re-Designs
InfrAa[s)Ku/ctéJ;eED November 2024 Al planned infrastructure projects were
Mechanical Summer 2022 — 2025 completed by the end of 2025. Additional
Roof Summer 2022 — 2025 Mechanical Controls Upgrades at 18 sites and
Securit November 2024 Seismic Work at Vernon and Winterhaven are
Seismig Summer 2022 — 2024 expected to be completed by summer and fall
2026.
' Al Curriculum updates were completed on
Curriculum 06/2024 schedule. Additional curriculum ETC 06/2026.
Al Technology updates were completed on
Technology 12/2025 schedule except for classroom infrastructure/
modernization, and security—delayed to 2029.
2025 Bond Categories

Cleveland High School

Original: 2028-29 School Year
Revised 1: 2028-29 School Year
Revised 2: 08/2029

Actual Open TBD - Est. 08/2029

Ida B. Wells High School

Original: 2028-29 School Year
Revised 1: 08/2029

Actual Open TBD - Est. 08/2029

Elementary & Middle Schools No Schedule Estimate — Phased Actual Completion TBD.
Athletics (West Sylvan, Roosevelt, Grant, Franklin, Jackson, Marshall) By 2035 TBD
Curriculum Annual until 2033 TBD

Facility Improvements & Priority Scope (Seismic)
Seismic Kenton, Fernwood, Richmond,
Priority Facilities (Vestal)

No Schedule Estimate — Phased Actual Completion TBD.

Physical Education (Unallocated)

No Schedule Estimate — Phased Actual Completion TBD.

Technology
Business Modernization/ ERP
Staff & Student Device Refresh
Data Center, Classroom Tech, Infrastructure, Cybersecurity, HVAC

Phased until 2033

TBD

Source: 2012 Bond Planned Dates per Internal OSM Master Bond Program Budget & Schedule as of August 28, 2012. 2017 Bond Original Planned Completion per
Internal OSM Execution Plan as of November 8, 2017. 2020 Bond Original Planned Completion per “GO Bond Conceptual Schedule” as of December 7, 2020. 2025
Bond Planned Dates for Modermizations per Comprehensive Plans, as of May 7, 2024. All others per Bond Accountability Pre-Bond Plans, December 18, 2024.
Note: “Planned” for Modernizations represents the date students return class. Jefferson Revised Schedules per (1) 2022 Comprehensive Plan (2) 2025 Revised
Comprehensive Plan. Cleveland and Ida B. Wells Revised Schedule 1 per 2025 Comprehensive Plans and Revised Schedule 2 per Board of Education Meeting

February 10, 2026.
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Appendix D: Outstanding Prior Audit Recommendations

Over the last six annual bond performance audits since 2019, auditors made 75 recommendations in a variety
of areas. As of June 2026, only 16 audit recommendations—or 21 percent—remain to be implemented as

shown in Exhibit 34, with more than half of those outstanding from the most recent prior audit.

EXHIBIT 34: BOND PERFORMANCE AUDIT RECOMMENDATIONS REMAINING OUTSTANDING, AS OF JUNE 2026

Year 1 Ph I, Il Audit
2018-2019

100%

19 of 19 Recommendations Resolved.

Year 4 Audit
2021-2022

70% 30%

7 of 10 Recommendations Resolved.
3 Reommendations In-Progress.

Year 2 Audit
2019-2020

100%

11 of 11 Recommendations Resolved.

Year 5 Audit
2022-2023

50% 50%

1 of 2 Recommendations Resolved.
1 Recommendation In-Progress.

Year 3 Audit
2020-2021

60% 40%

6 of 10 Recommendations Resolved.
4 Recommendations In-Progress.

Year 6 Audit
2023-2024

65% 35%

15 of 23 Recommendations Resolved.
8 Recommendation In-Progress.

Source: Prior audit reports available on the PPS website at https://www.pps.net/board/board-of-education/pps-audit-reports/external-bond-performance-audits and
underlying supporting documentation, including but not limited to, committee charters, policies and directives, reports, and contracts.

Given that not a lot of time for implementation has passed since 2025 when the prior annual bond performance
audit report was issued, it is not unexpected that half of the outstanding recommendations are from the most
recent bond audit issued. Remaining items mostly relate to equity, CMGC contracting, construction
management, and staffing.'6” Exhibit 35 provides a summary of all outstanding audit recommendations as of
June 2026.

167 In prior years, auditors reviewed three equity programs—business, workforce, and career learning equity. Business equity provides purchasing and contracting
opportunities to businesses that have been historically underutilized. Workforce equity promotes apprenticeship and construction employment opportunities for
people of color and women. Career learning equity provides opportunities for students.
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EXHIBIT 35. SUMMARY OF OUTSTANDING AUDIT RECOMMENDATIONS, AS OF JUNE 2026

Rec # ‘ Category

Summary Auditor Comments

Year 3 Audit: 2020-2021 (4 recommendations outstanding)

Revisit the Equity in Public Purchasing and Contracting

Draft revisions to EPPC policy do not

contract terms are clearly defined, including legal
remedies for contract non-compliance, what constitutes
non-compliance, and how non-compliance will be
measured.

1 | Rec#1 Eu?i?ess (EPPC) Policy to clarify and define vision, goals, and address recommended areas.
quity commitment to business equity.
Further develop the Board's overarching vision of the Draft revisions to EPPC policy do not
9 | Rec#2 Business EPPC policy into measurable subgoals, support new address recommended areas.
Equity goal setting defendable data, and define qualitative and
quantitative metrics to measure against new goals.
Business Develop tools and protocols to capture outcomes of Documents and EPPC report provided do
3 | Rec#4 Equit chosen business equity strategies and validate outcome | not address recommended areas.
quity data accuracy.
Create protocols to expand on existing business equity | Documents and EPPC report provided do
4 | Rec#5 Business annual reporting and assess whether outcomes met the | not address recommended areas.
Equity intent of the EPPC and goals of the Administrative
Directive.
Year 4 Audit: 2021-2022 (3 recommendations outstanding)
Develop protocols for regularly identifying, reviewing Documents and EPPC report provided do
Workforce . ; .
5 | Rec#2 Equit and assessing workforce equity strategies on not address recommended areas.
quity designated timeline.
Conduct a review of workforce equity program Identification of objectives and strategies
Workforce P - o
6 | Rec#4 Equit specifications and analyze whether existing rules could | to use is still in development.
quity be enhanced to benefit intended target audiences.
Recommendation is focused on project
A . delivery performance. New Procedeo
7 | Rec#5 Perfgrmance Continue in-process efforts to revisit the types of key PMP will address some suggested
Metrics performance indicators to track and report. .
metrics, but performance has not yet
been reported.
Year 5 Audit: 2022-2023 (1 recommendation outstanding)
Research and assign resources to implement a
structured Career Equity Learning Equity Program with | New PMP identifies opportunities, but
Career clear responsibilities, protocols for coordination, PPS does not have protocols, data
8 | Rec#1 . ’
Equity contactor and consultant management, data management, reporting or targets to track
management and reports, and targets to track outcomes.
outcomes.
Year 6 Audit: 2023-2024 (8 recommendations outstanding)
Perform a post-mortem on the Benson Polytechnic High | Pending results of ongoing litigation,
Construction School project before the remaining high school although auditors believe some efforts
9 | Rec#1 M modernization projects go through the GMP process could be made regardless of litigation to
anagement . A . . o .
and start construction. Memorialize discussion and inform the next modernization projects.
action plans to mitigate future similar issues.
Clarify and memorialize contract expectations, terms, PPS has a CMGC template, but does not
and conditions in the CMGC agreement and GMP address what constitutes non-compliance,
amendment based on the Benson Polytechnic High how measured, and legal remedies.
10 | Rec#2 | cMGC School post-mortem and ensure that vague or missing Recommended items may be in

upcoming GMP amendments on the
CHS, IBW, and JHS modernization
projects—but those have not yet been
executed.
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Rec # ‘ Category

Summary Auditor Comments

Set expectations early with future CMGC contractors
before construction starts to ensure a shared
understanding and interpretation of key contract
provisions. This could include holding a meeting(s) with

Document provided does not discuss
expectations or shared understanding of
contract provisions, but these may be
covered in upcoming GMP amendments

11 | Rec#3 | CMGC PPS, architect, and CMGC contractor to walk-through on the CHS, IBW, and JHS school
construction phase contract requirements and modernizations—although those
documenting assumptions that are incorporated as part | amendments have not yet been executed.
of the GMP amendment process.

PPS has vendor questions in its closeout
Construction Establish and complete formal contractor evaluations ]E)rfa?ss, ?rl:t ?ﬁeds tc|> d(teﬁr:]e rehsp:n§|b|r|1|ty
12 | Rec #4 Management based on project performance and contract compliance On dphepa.; g.” be eva ga fon, w "e given,
9 that are discussed with the contractor being evaluated. ana how it Will be used—as well as
complete the evaluations for recent
completions.
Develop and formalize a written plan or methodology for | PPS has threshold guidance, but no

13 | Rec#5 | Contingency allocatmg bond pontmgency fuqu including identifying procedures or plans for prioritization and
how project savings will be assigned to other bond reallocations.
projects.

Use external‘prOJect-_spemflc construction auditor to PPS has drafted an RFP for external
conduct detailed testing of accuracy and . . . )
construction audit services, but it has not
. reasonableness of the CMGC and subcontractor . . .
Construction o o yet been advertised. Given the design
14 | Rec#8 proposed labor burden rate calculations in addition to s
Management o : o stage of the three school modernizations,
general conditions/general requirements costs to identify )
i . . ; PPS should have a contract in place for
potential savings prior to PPS’ acceptance of GMP and these services
contract amendment execution for CHS, IBW, and JHS. '
Require bond-funded staff to use time sheets tracking
time against the proposed predetermined task category
levels. At a minimum, require timesheets for staff paid Not implemented as discussed in Findin
15 | Rec#12 | Staffing for with bond funds that spend less than 100 percent of P g
- . ) 3 of this report.
their time on bond work or conduct regular time studies
with documentation to ensure the allocation of bond and
non-bond effort is appropriately supported.
Compare staffing capacity with estimated bond workload | Not implemented. See discussion of

16 | Rec#13 | Staffing tO.I.dentIfy gaps apq determine whether staff are under- | Finding 3 of this report.
utilized or over-utilized and not able to complete the
bond work.

Total 16 Prior Audit Recommendations Remain Outstanding

Source: Prior Bond Performance Audit reports, Bond Performance Audit Recommendation Tracker as of January 2026, and various supporting documents and files
provided by RISE staff related to actions taken to address audit recommendations.

Note: In the Year 6 audit, auditors recommended that OSM “develop an approach to formally estimate and document bond workload that would involve identifying
task categories to be used as part of workload (perhaps using OSM's existing responsibility matrix as a baseline) and assigning durations of time expected to

complete tasks.” Although OSM responded to the recommendation with a “nonconcur” response because its responsibility matrix had nearly 200 different tasks and

responsibilities. Nonetheless, OSM staff agreed that a methodology should be developed to estimate bond project workload and staff would work to develop that

methodology. As discussed in Finding 4 of this report, no methodology has been developed as of the completion of our audit fieldwork.

We Disagreed with PPS’ Assessment in a Few Instances

For the most part when validating efforts to address prior audit recommendations, we agreed with and verified
PPS’ assessment of actions taken to implement and close an audit recommendation. However, there were
several instances where we did not agree that PPS-implemented activities sufficiently addressed a
recommendation as follows.
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x  Year 4, Rec #2: Develop Protocols for Reviewing and Assessing Workforce Equity Strategies
PPS stated it had integrated an annual review of workforce equity strategies into its broader annual
report developed. Although the annual equity report reported outcomes, it did not discuss protocols for
reviewing the strategies on a designated timeline as recommended.

x  Year 4, Rec #5: Revisit and Report on Key Performance Indicators
PPS closed the recommendation stating it had been "overcome by events” as “PPS outsourced bond
program management to Procedeo.” Yet, the recommendation focused on project specific indicators
such as days between planned substantial completion to actual (for schedule), number and amount of
change order compared to contract value, and percent of projects on budget at completion (for budget).
While the Procedeo PMP states it will track schedule variance, budget variance, contingency burn rate,
and stakeholder satisfaction among others, those metrics are not yet in place or reported.

x  Year 6, Rec # 4. Establish and Complete Contactor Evaluations
Although PPS has partially addressed this recommendation and established a contractor evaluation
template with questions to consider, it still needs to establish the surrounding procedure for who is
responsible for completing the evaluation, when it is given, and how it will be used in future
procurements—in addition to completing the evaluations for the most recent completed contracts.

x Year 6, Recs #12 and 13: Staff Time Tracking, and Workload and Staff Capacity Analysis
Former OSM staff agreed that regular time studies for staff spending less than 100 percent of time on
the bond was reasonable, but RISE staff indicated “all bond funded employees spend 100 percent of
the time on bond work” so PPS closed the recommendation. Yet, as shown in Finding 6 of this report,
we found several staff partially charged to the bond. Likewise, PPS indicated a different
recommendation to conduct a staffing analysis had been "overcome by events” as “PPS outsourced
bond program management to Procedeo." Yet, there was no staff analysis done; thus, the item remains
open along with new related recommendations as discussed in Finding 4 of this report.

We Closed Out One Recommendation Because Prior Documents are Unlikely to be Found

For a final recommendation related to post-project analysis, we considered it complete because documents
are lost due to staff turnover and it does not seem practical to conduct a project analysis when some staff and
leadership on the past projects are no longer working at PPS—and a similar recommendation (Year 6, Rec #1)
remains open.

v Year 2, Rec #7: Post Project Analysis on Madison and Lincoln High Schools

PPS reported it made progress on this recommendation by developing evaluation templates,
conducting analysis, and preparing a report for Lincoln High School. However, since PPS terminated
staff involved with the school modernizations in January 2026, the new RISE team cannot locate the
documentation. Conducting post-mortems on the large-scale modermnizations is critical for lessons
learned to be incorporated on subsequent projects. Thus, we will continue to track a similar outstanding
recommendation (Year 6, Rec #1) calling for a post-mortem on the Benson High School project—
although PPS should have completed that effort before starting the Cleveland, Ida B. Wells, and
Jefferson High School modernizations to maximize value. Nonetheless, we considered this
recommendation completed.
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Appendix E: Auditee Response

®

PORTLAND PUBLIC SCHOOLS

OFFICE OF OPERATIONS

501 North Dixon Street / Portland, OR 97227
Telephone: (503) 916-2430

Mailing Address: P. 0. Box 3107 / 97208-3107

October 1 2026

Dear SEC Audit Team,

Portland Public Schools appreciates your work reflected in the Draft Bond Audit report dated
September 14, 2026. PPS takes seriously its responsibility to spend taxpayer-funded bond dollars
responsibly to deliver exceptional capital projects for our students and community. Audits help
us do that, and we consider carefully each and every audit recommendation with that
responsibility at the forefront.

In this two-year audit, SEC found that PPS continues to deliver capital projects that meet and
exceed obligations promised to voters under multiple bond programs dating back to 2012 and
also found that the 2025 bond program is off to a good start. Meeting our promises to voters
remains the north star of our bond program. We also appreciate the audit’s identification of
opportunities to improve.

PPS’s Board and management respective responses are attached for inclusion in the final report.
Together, the responses address the report’s 38 recommendations as follows:

e Concurred with 24 recommendations; five of which are already completed
e Partially concurred with eight recommendations
¢ Did not concur with six recommendations (management only)

On the few occasions when management partially concurs or declines, the response explains the
basis for that position after carefully reviewing the findings underlying the recommendation,
assessing the clarity of the auditing standard being applied, and supplying you with additional
information. At all times, we agree with and are committed to the principles of fiscal
responsibility and accountability, informed decision making, transparency with the PPS Board
and community, highest ethical standards, and compliance with laws and PPS policies. We also
recognize that concurring in whole or in part, or declining, audit recommendations is a standard
part of any external or internal audit.

We also note that two-thirds of the audit report is dedicated to the external bond program
management contract. The audit report raised significant concerns about the District’s decision
to outsource parts of that program, as well as the associated procurement, contracting, and
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governance processes. The addition of this scope to the audit plan was raised because you
identified a risk of fraud. As the report expressly notes, however, no fraud was found.

While PPS takes all of the audit’s observations, findings, and recommendations seriously, it does
not agree with the tenor of the report’s narrative and frequent implication of impropriety. To
date, PPS has not been provided any evidence of impropriety and believes state-required and
District procurement processes were followed. Nonetheless, as noted in several responses to
the audit recommendations, PPS will work with the Bond Accountability Committee to review
several of the existing processes and implement any refinements identified.

We also appreciate the many conversations you have had across PPS and your consideration of
additional evidence the management team supplied as you developed your draft report. We
note that you have incorporated some of that input.’

Finally, the management team believes certain parts of the report do not adequately reflect
PPS’s input or a sufficiently defined auditing standard that is being applied; and we have agreed
to disagree in those instances.

We look forward to your presentation to the PPS Board on October 20, 2026, and, again, thank

you for your work to support PPS’s bond program.

Sincerely,

Jon E‘T’anc‘b (Oct 1, 2026 18:05:03 CDT)
Dr. Jon Franco

Senior Chief of Operations

PPS which requires preparation of a report in compliance with Generally Accepted Government
Auditing Standards, including identification of audit objective, criteria, cause, effect,
recommendation, and benefit for each finding. You asserted that the report sufficiently meets the
requirements and/or is in the format used in prior PPS bond audits. While PPS does not agree
that the format meets the contractual requirements or, in part, certain accounting standards, it
has endeavored to respond fully to the recommendations.

@ ' SEC has declined PPS’s request to present your findings in line with your firm’s contract with
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Responses to the Recommendations in the Draft Bond Performance
Audit for Fiscal Years 2024-2025 and 2025-2026

Recommendation 1: Clearly define what success looks like for meeting bond
pledges including definitions of project completion in terms of open for student use,
outstanding punch list items, on-budget and schedule, or other factors considered.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur with comment

February 26, 2027

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 1:

PPS has documented definitions related to bond program success in place and utilizes
multiple tools to measure and report on success. For example, PPS defines bond
program success as delivering state-of-the-art learning environments for our students,
staff and faculty, on-time, and on-budget. On-Time means the contractor achieves
substantial completion and certificate of occupancy in accordance with the mutually
agreed upon schedule set forth in the contract. On-Budget means the project is
delivered within the total budget approved by the PPS District, with no unauthorized

cost overruns.

PPS will review its definitions and measurement tools with the Bond Accountability
Committee and incorporate feedback for refinement.

Recommendation 2: Regularly measure and report on progress and completion
against the established definitions for bond success so that it is clear to the public
what the District and the Board consider in meeting bond

ledges.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur with comment

February 26, 2027

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 2:

PPS agrees that measures of success should be explicitly defined and presented in
updates to the Facilities Improvement & Oversight Committee, Bond Accountability
Committee, and Board of Education. PPS has documented definitions in place, and its
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current reporting and Project Management Plan address project status, schedule, and
budget. PPS will review its definitions and reporting with the Bond Accountability
Committee and incorporate feedback for refinement.

Recommendation 3: Provide a complete list of outstanding bond audit
recommendations with implementation status, planned corrective actions or actions
taken, and estimated dates for resolution to the relevant board committees and BAC
on a quarterly basis for oversight and review.

Concur or Nonconcur Target date to complete

with Recommendation | implementation activities
(Generally expected within

6 months)
March 31, 2027

Name and phone number
of specific point of
contact for
implementation
Jon Franco, Senior Chief
of Operations
(503) 916-3101

Concur with comment

Narrative for Recommendation 3:

PPS agrees that quarterly reporting to the Bond Accountability Committee and Facilities
Improvement & Oversight Committee on outstanding audit recommendations and status
is needed. Reviewing bond audit recommendation progress will be a consistent agenda

item at quarterly Bond Accountability Committee meetings. PPS will update the
Facilities Improvement & Oversight Committee on bond audit progress no less than
quarterly to mirror BAC presentations.

Recommendation 4: Assign the Board's Office of Internal Performance Auditor
responsibility to periodically review implementation as part of its assurance function to
determine if corrective controls are implemented as needed.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur with comment

January 2027

Janise Hansen, CIA
PPS Internal Auditor
(503) 916-3200

Narrative for Recommendation 4:

PPS Board of Education agrees that the Office of Internal Performance Audit (OIPA)
should continue to periodically review the implementation of bond audit
recommendations as part of its assurance function. The Board will discuss the
frequency and timing of any review and formalize a process that includes feedback to

the whole Board.
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Recommendation 5: Develop, document, and follow a methodical, transparent
process for identifying, prioritizing, and vetting eligibility and appropriateness of
expenditures and related bond infrastructure projects for capital improvements that
could be funded by additional bond premiums or excess contingency funds as they
become available and once bond pledged projects are completed. The process and
procedures should align with accounting guidance and bond measures in addition to
address reallocations of contingency funds, include assumptions and factors used to
arrive at priority recommendations, and ensure there is a clear and defendable
protocol for selecting certain improvement projects over others prior to project start.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur with comment

October 31, 2026

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 5:

PPS has recently implemented key elements of this recommendation through its
existing budget controls and project selection practices. PPS's Standardized
Contingency Thresholds for Construction Budget Planning guide establishes distinct
program, project, and contract contingency categories and calls for adjustments based
on project scope, site conditions, and risk. PPS will bring the existing criteria and
decision steps together in a single written protocol so that future recommendations also
show the funding source, competing needs considered, prioritization factors, applicable
bond measure, and approval before a project begins.

projects only.

Recommendation 6: Prepare journal entries to correctly charge the approximate
$193,400 of unallowable bond expenditures that auditors identified back to the
general fund replenishing the bond program for those funds for use on eligible bond

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur

December 31, 2026

Michelle Morrison, Chief
Financial Officer
(503) 916-3214

Narrative for Recommendation 6:

PPS will complete the recommended journal entries.
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Recommendation 7: Use PPS's bond spending reporting tools to prepare a more
detailed annual public bond expenditure report itemizing the types and amounts of
expenses and project improvements paid by bond funds (including, but not limited to,
administrative costs, debt service, and infrastructure categories) and where the facility
improvements were located (headquarters versus specific school) to aid in
transparency. Provide the report to the relevant board committees and BAC, as well
as make the report available on the PPS website.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur with comment

March 31, 2027

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 7:

PPS already reports on budget, expenses, and encumbrances to the Bond
Accountability Committee and Board of Education. PPS will develop more detailed
annual reporting by spending category and location, provide the report to the relevant
Board committees and Bond Accountability Committee, and make the report available

on the PPS website.

{or needs to be modified).

Recommendation 8: Assign authority to a designated individual(s) and formalize a
process, protocols, and/or steps to be taken before approval of funding one-time,
partial, or full-time bond staff positions and related salaries and benefits, which
includes an annual review and documented support for planned staff charges to the
bond and to ensure actual work performed aligns with the planned funding percentage

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur/ fully implemented

Completed August 2025

Michelle Morrison, Chief
Financial Officer
(503) 916-3214

Narrative for Recommendation 8:

PPS's process establishes clear authority and a consistent protocol for approving,
funding, monitoring, and annually reviewing one-time, partial-time, and full-time staff
positions whose salaries and benefits are charged in whole, or in part to PPS bond
funds. The process is intended to ensure that bond-funded staffing is necessary,
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reasonable, appropriately allocated, documented, and directly connected to approved
bond program work.

Recommendation 9: Implement newly established process for staff salaries and
benefits paid by the bond program to be supported by signed certifications attesting to
time spent on bond program.

Concur or Nonconcur Target date to complete | Name and phone number
with Recommendation | implementation activities of specific point of
(Generally expected within contact for
6 months) implementation
Concur/ fully implemented Completed August 2026 Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 9:

PPS has implemented a process to certify time and effort for partially bond-funded staff.

Recommendation 10: Identify a position within the Finance Department to be
responsible for performing and monitoring bond fiscal compliance including
developing and executing a comprehensive post-issuance compliance program with
procedures for monitoring compliance with the legal and financial aspects of bond
issuance. Compliance would include requiring the Finance Department to conduct
more active fund management by using its own cash flow tracker by fund and bond
issuance to monitor proceeds, tracking that actual yields are not more than the bond
yields, and working with RISE when necessary to troubleshoot issues if spend rates
are not materializing as expected and required.

Concur or Nonconcur Target date to complete | Name and phone number

with Recommendation | implementation activities of specific point of
(Generally expected within contact for
6 months) implementation
Concur/ fully implemented Completed July 2025 Michelle Morrison, Chief

Financial Officer
(503) 916-3214

Narrative for Recommendation 10:

The Sr. Director of Finance (hired in March 2025) meets regularly with the OSM/RISE

@ team for reconciliation of project spending to cash flow needs. The Budget Director
(hired in February 2025) develops the annual budget based on projects planned by the
RISE team. The Budget Director monitors progress and periodic "budget to actual”
reports are produced and shared with the RISE team over the course of the year.
Material differences will be elevated to the Chief Financial Officer for review and
required action.
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Recommendation 11: Expedite the hiring of an external construction auditor to
conduct audits reviewing accounting and payroll records of the general contractors on
the Cleveland, Ida B. Wells, and Jefferson High School modernization projects for
identifying cost savings related to labor burden rates during guaranteed maximum
price contract negotiations and throughout the project lifecycle—and ensure this level
of general contractor testing and contract compliance is conducted and documented.

Concur or Nonconcur Target date to complete | Name and phone number
with Recommendation | implementation activities of specific point of
(Generally expected within contact for
6 months) implementation
Partially concur June 30, 2027 Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 11:

PPS agrees that construction project audits in designated areas are important at
relevant junctures in PPS capital construction projects. PPS will review multiple internal
and external bond auditing resources to determine the most efficient and effective
approach to conducting construction project audits and will review the recommended
approach with the Bond Accountability Committee.

Recommendation 12: Develop a comprehensive roadmap plan with specific steps,
activities, and timeline for decreasing reliance on external bond program management
staff for project efforts and start rebuilding in-house capital expertise through hiring
bond delivery staff. The plan should address supplementing the remaining PPS
employees involved with the bond projects to build back capacity and ensure the
longevity of the bond program while still receiving support, guidance, and
management from the external bond management program consultant.

Concur or Nonconcur Target date to complete | Name and phone number
with Recommendation | implementation activities of specific point of
(Generally expected within contact for
6 months) implementation
Partially concur December 31, 2026 Deborah Kafoury, Chief of
Staff,
(503) 916-3499

Narrative for Recommendation 12:

The hiring process for the new Executive Director of Real Estate, Infrastructure and
School Enhancement is underway. That position will significantly embed in-house
knowledge and have direct oversight of external bond program management
consultants/contractors. PPS takes this recommendation seriously but declines to
commit to a particular capacity plan.
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Recommendation 13: Deploy additional construction management support and
controls over the modernization projects so that sufficient staffing is available to
monitor scope, schedule, and cost through job-site presence and supervision for
managing change requests, reviewing submittals, overseeing testing and inspections,
and reviewing contractor payment applications among other areas.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Nonconcur

N/A

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 13:

PPS agrees that the modemization projects require consistent job-site presence and
effective controls over scope, schedule, cost, and quality. The PPS's integrated program
management model assigns owner oversight to project managers, construction
managers, and specialized design, cost, and program controls staff. This team is
responsible for monitoring performance, identifying risks, reviewing change requests
and payment applications, and escalating issues for PPS decisions.

PPS will assess staffing and field coverage on each modernization project against the
work required at its current phase. The assessment will also verify that architects,
testing and inspection providers, and contractors are performing the submittal review,
testing, inspection, site supervision, and other services assigned under their contracts.
Where coverage or performance gaps are identified, PPS will define corrective actions
and determine whether additional owner construction management support is needed.
This approach is intended to provide the oversight called for in the audit while keeping
responsibility for contracted services with the firms retained to perform them.

contract and performance.

Recommendation 14: Fill the newly advertised job opening for the Executive Director
over Capital and Planning position with an individual possessing deep expertise over
large-scale public-sector capital delivery programs and knowledgeable in bond
funding to oversee RISE and make informed owner-level decisions, as needed, based
on RISE recommendations and monitor the external bond program management con

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation
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Concur

December 31, 2026

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 14:

The hiring process for the new Executive Director of Real Estate, Infrastructure and
School Enhancement is underway.

bond work not completed.

Recommendation 15: Publicly clarify that remaining active projects from the 2012
and 2017 Bond programs relate to additional facility improvements that PPS was able
to provide as funded by bond premiums and interest earnings, and not indicative of

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Partially concur

December 31, 2026

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 15:

PPS agrees that it should publicly identify the projects still active under the 2012 and
2017 bond programs and explain their status. PPS does not agree that all remaining
work resulted from bond premiums and interest earnings. The program records indicate
that available funds also reflected incomplete project financial reconciliation, including
savings and unencumbered funds that had not been fully recognized, as well as
originally planned work that remained to be completed. PPS will distinguish these
circumstances in its public reporting so that active projects are described accurately and
are not attributed to a single funding source.

work, and are transparent.

Recommendation 16: Establish, document, and follow protocols for market outreach
or collaboration with potential bond consultants and contractors in the industry that
prevent situations that could compromise competition, mitigate risk of potential
conflicts of interest, protect the integrity of the contract process and related scope of

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Partially concur

February 26, 2027

Deborah Kafoury, Chief of
Staff,
(503) 916-3499
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Narrative for Recommendation 16:

PPS agrees that its contracting process needs to have a high degree of integrity. PPS
disagrees that it should document protocols for future market outreach for PPS needs
not yet clearly defined and procurements not yet planned. PPS will review procurement
guidelines with the Bond Accountability Committee and incorporate input for refinement.

Recommendation 17: Strengthen solicitation processes to (1) modify protocols for
selection of evaluation panel members to guard against conflicts (2) ensure
instructions for evaluating proposals exclusively against criteria contained in
solicitation materials are clear, and (3) clarify instructions surrounding completion of
required conflict of interest disclosures and review disclosures for solicitations to
ensure instances of actual, potential, or perceived conflicts are mitigated. These
procedures should be included in pre-RFP training of staff before evaluating proposals
to provide procedures and tips to help accurately evaluate and score proposals.

Concur or Nonconcur

with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Nonconcur

N/A

Michelle Morrison, Chief

Financial Officer
(503) 916-3214

Narrative for Recommendation 17:

PPS agrees that procurement integrity and clear instructions to evaluators are
important. However, this recommendation appears to be based in part on a
misunderstanding of the meaning of a “conflict of interest” applicable to public
procurements in Oregon. Under Oregon ethics law governing public officials, an actual
or apparent conflict of interest arises when a public official takes an action or makes a
recommendation that would give rise to a pecuniary (financial) benefit or detriment to
the official, to the official’s relative, or to any business associated with the official or the
official’s relative. See ORS 244.020. This definition is also reflected in PPS Public
Contracting Rule 45-0305 (Ethics in the Solicitation and Award of District Contracts),
which requires that any district official participating in a district procurement must
disclose actual or potential conflicts of interest and defines conflict of interest in
accordance with ORS 244 .020 (requiring a private pecuniary benefit or detriment to the
official or the official’s relative). The Conflict of Interest Statement that all Request for
Proposal evaluators are required to sign before being allowed to participate in an
evaluation process similarly defines a conflict of interest in accordance with Oregon
ethics law: “A Conflict of Interest exists whenever there is a situation in which an
Evaluation Committee Member may have financial or familial interest or prejudice
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through current or past association or relationship with” any proposer. The form further
clearly defines what constitutes a financial or familial relationship.

Under Oregon ethics law and applicable public procurement rules, having prior
discussions with or even prolonged previously dealings with a proposer is not a basis
for dismissal from the evaluation committee and does not require disclosure. (If it were,
then disqualification of evaluators would be rampant, particularly where a proposer had
previously worked with PPS.)

On careful review of the bond program management procurement process, PPS has
determined that all state and PPS procurement laws and practices were followed, that
evaluators were appropriately instructed on evaluation processes, that there were no
actual or apparent conflicts of interest among the evaluators, and that evaluators
properly reviewed and signed evaluation instructions and conflicts forms before
participating in the evaluation.

Recommendation 18: Develop or procure training focused on practical examples of
ethics, conflicts, and fraud, waste, and abuse situations geared to the bond program
that also identify red flags that heighten risks of compromised solicitation and require
annual training for the Board, PPS leadership and staff, and contractors involved with
the bond program. This training is meant to supplement legal training provided to the
Board on public meeting rules and ethics for public officials.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Partially concur

June 30, 2027

Michelle Morrison, Chief
Financial Officer
(503) 916-3214

Narrative for Recommendation 18:

Partially concur. The scope of training recommended and the standard applied is not
clear to PPS. Further, PPS carefully reviewed the bond program management
procurement process and determined that all state and PPS procurement laws and
practices were followed and that there were no actual or apparent conflicts of interest
among the evaluators. Nonetheless, PPS will work with counsel to develop additional
ethics training content with specific bond-program content that may be included in the
annual Board/leadership training, and PPS will use applicable content for staff training.

Recommendation 19: Correct math errors PPS used to calculate bond program
management contract compensation by lowering the overall contract value by

Page 10 of 21

SJOBERG " EVASHENK

Page |134




reflect that change.

$549,000 and seek to amend the Procedeo bond program management contract to

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur

December 31, 2026

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 19:

PPS will seek adjustment to the Procedeo contract.

Recommendation 20: Renegotiate the Procedeo bond program management
contract compensation using a more reasonable fee percentage aligned with industry
and seek to amend the contract to reflect the change.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Nonconcur

N/A

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 20:

PPS negotiated a 4% base program management fee with Procedeo for program
management and owner-representative services associated with the three high school
modernizations and the Grice Adair/Center for Student Excellence project. Because the
fee is reduced by costs of PPS or other contracted staffing, the net fee charged is less
than 4%. The currently charged fee is 3.65%. (Using that fee percentage against the
applicable portfolio of approximately $1.376 billion, the resulting base fee would be

approximately $55.0 million.)

A review of comparable K—12 capital programs, including those provided by the
auditors, indicates that a 3.65 to 4% base fee is within the documented range for
comprehensive program management services.

Recommendation 21: Adjust the next Procedeo bond program management invoice
by the remaining overpayment identified by auditors as of the April 2026 invoice to
comply with the bond program management contract and calculate the adjustment to

reduce subsequent invoices.
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Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

Name and phone number
of specific point of
contact for

6 months) implementation
Concur/ fully implemented | Completed September 25, | Jon Franco, Senior Chief
2026 of Operations

(503) 916-3101

Narrative for Recommendation 21:

Procedeo invoices have been corrected and a credit issued to account for the
overpayment. PPS has implemented a methodology for ensuring appropriate

deductions moving forward.

go-forward basis.

Recommendation 22: Formalize the newly created methodology to calculate district
costs required to be deducted from Procedeo's monthly bond program management
invoices and ensure amounts payable are properly adjusted each month on a

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

Name and phone number
of specific point of
contact for

6 months) implementation
Concur/ fully implemented | Completed September 10, | Jon Franco, Senior Chief
2026 of Operations

(503) 916-3101

Narrative for Recommendation 22:

PPS has developed and implemented a methodology for ensuring appropriate
deductions moving forward. PPS will review and adjust the actual costs deducted based
on payroll and contractor data each month.

provided.

Recommendation 23: Require Procedeo to provide a detailed staffing plan for bond
program management services showing how much effort is needed to provide
contracted services by estimating hours and cost per staff and by function or service

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Nonconcur

N/A

Jon Franco, Senior Chief
of Operations
(503) 916-3101
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Narrative for Recommendation 23:

PPS does not agree that it should require Procedeo to produce an estimate of hours
and cost for each staff member and function. PPS's contract with Procedeo is a
lump-sum contract with a detailed scope of work and clear deliverables. PPS will
evaluate whether Procedeo has sufficient staff coverage for its contracted
responsibilities and whether the appropriate services and deliverables are being
provided. Where PPS identifies a gap, it will work with Procedeo to address the specific
need to ensure contract compliance.

Recommendation 24: Seek to amend the Procedeo bond program management
contract to add provisions requiring details behind the number of staff hours worked
and rates staff on monthly invoices in addition to progress reporting of tasks
completed during the monthly invoice period.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities

Name and phone number
of specific point of

(Generally expected within contact for
6 months) implementation
Nonconcur N/A Jon Franco, Senior Chief
of Operations

(503) 916-3101

Narrative for Recommendation 24:

PPS does not agree that the Procedeo contract should be amended to require staff
hours and hourly rates an monthly invoices. PPS's contract with Procedeo is a
lump-sum contract with a detailed scope of work and clear deliverables. The contract
establishes base compensation capped at 4% of the program cost budget, billed
monthly on a pro-rata basis and reduced by the applicable costs of PPS personnel or
contractors principally dedicated to the program or projects. The contract states that
Procedeo's compensation includes its personnel costs, travel, and overhead. Staff
hours multiplied by billing rates therefore do not determine the monthly amount owed to
Procedeo.

PPS agrees that it must be able to verify services and monitor progress toward contract
deliverables. The contract already requires monthly invoices on a PPS-approved form
for services rendered, and the contract provides PPS access to service records and
audit rights. PPS will use those provisions, together with the contract’s program
reporting requirements, to review performance and support invoice approval. Requiring
a task-by-task accounting on invoices would not affect the calculation of the contractual
fee nor improve measurement of success under the contract.
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incentive.

Recommendation 25: Seek to amend the Procedeo bond program management
contract to remove the $6.5 million in vague and self-serving incentive provisions that
do not align with best practices. If PPS will not remove the incentives, at a minimum:
(1) amend the contract to define and set the "on time" milestone date for CBSE in
writing, (2) remove the $750,000 staff retention incentive, and (3) recraft the $5 million
schedule incentive to link staying on budget as well as on schedule to earn the

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Partially concur

December 31, 2026

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 25:

PPS will set milestone dates for the Grice-Adair Center for Educational Excellence
when design is complete. (It is not feasible to do so before completion of the design.)
PPS will also seek to refine the contract terms related to schedule incentives to protect
against Procedeo-caused budget overruns. PPS disagrees that the contract provisions

are vague or self-serving.

Recommendation 26: Develop, document, and implement procedures for reviewing
bond contract scope of work provisions prior to executing a contract to verify that the
scope of work is clear, deliverables are well-defined, proposed contract cost estimate
is supported, contract requires invoicing to show details of services provided, and
content does not contain conflicting scope of work statements or other provisions.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Nonconcur

N/A

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 26:

PPS does not concur with the underlying assessment of the Procedeo contract, which
includes a detailed and robust scope of work and defined deliverables, among other
provisions. PPS will review its contract initiation, negotiation, review, and approval
processes with the Bond Accountability Committee and may incorporate suggested
revisions. PPS will continue to require all contract managers to complete annual training
on contract development and management.
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Recommendation 27: Develop, document, and implement procedures for bond
contract monitoring that clearly identify responsibilities, monitoring activities to be
performed, how to document monitoring and reviews, and escalation procedures for
any contract performance non-compliance.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Partially concur

February 26, 2027

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 27:

This recommendation aligns with PPS's current practice and expectations for
management of all PPS contracts. PPS's annual mandatory contract management
training identifies best practices in contract monitoring, review, documentation, and
escalation. PPS will review current practices with the Bond Accountability Committee for
refinements related to bond-funded contracts.

Recommendation 28: Assign the Office of Internal Performance Auditor
responsibility for providing assurance that (1) the methodology for reducing district
costs from monthly Procedeo bond program management invoices complies with
contract provisions and (2) controls in place are functioning as intended.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur

June 2027

Janise Hansen, CIA PPS
Internal Auditor
(503) 916-3200

Narrative for Recommendation 28:

The PPS Board agrees the OIPA should provide assurance that (1) the methodology for
reducing district costs from monthly Procedeo bond program management invoices and
(2) controls in place are functioning as intended. We will direct the OIPA to immediately

begin this work and develop a two-phased implementation plan.

Phase 1: Develop a short-term implementation plan to immediately begin a review of
(1) the methodology for reducing district costs from monthly Procedeo bond program
management invoices comply with contract provisions and (2) controls in place are
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functioning as intended. The Board expects Phase 1 implementation to be in place

by January 2027.

Phase 2: Develop a long-term implementation plan for this recommendation that
includes the hiring of an additional auditor with capital delivery and bond program
audit expertise (to be funded with bond funds).

The assigning of this responsibility to OIPA is effective immediately, however the full
implementation of this recommendation will depend on the hiring process. As a result,
we have identified June 2027 as the target implementation date.

accountability.

Recommendation 29: Incorporate elements of fiscal responsibilities and
accountability into the Board's upcoming 2027 strategic plan and vision to
memorialize Board fiscal responsibilities for internal controls in general and over the
bond program. This should include an explicit definition of the differences between
operational direction and exercising fiscal oversight as part of district controls and

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur with comment

June 2027

Board of Education
(503) 916-3200

Narrative for Recommendation 29:

The Board agrees that more clarity is required regarding best practices around the
Board's fiscal responsibilities, especially on the difference between operational direction
and fiscal oversight. However, we disagree that this needs to be memorialized in a
strategic plan, which historically has been the work of administrative leadership with

guidance from the Board.

To address this recommendation, the Board will engage the Oregon School Board
Association, the Council of Great City Schools, and other urban districts to advise on
best practices regarding fiscal responsibilities for internal controls in general and over
bond programs. The Board will schedule a future work session or retreat to share
findings and discuss how the recommendations will be incorporated in the Board's
“Expectations and Operating Protocols,” onboarding training, and other pathways as
identified through consultation, by June of 2027.

Recommendation 30: Revise the Board's “Expectations and Operating Protocols”
document or authoritative documents to guide members on the specific
responsibilities and activities they should employ to oversee capital funding, capital
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projects, and the bond program. This could include expanding expectations in the
“understand our fiduciary responsibilities™ section of the document.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur with comment

June 2027

Board of Education
(503) 916-3200

Narrative for Recommendation 30:

The Board will update the Board's “Expectations and Operating Protocols” document to
guide members on the specific responsibilities and activities they should employ to
oversee capital funding, capital projects, and the bond program. This will include
expanding expectations in the “understand our fiduciary responsibilities” section of the

document.

The Board will seek advice from the Oregon School Board Association, Council of Great
City Schools, and other urban districts to determine best practices as it relates to the
oversight of capital funding, capital projects, and the bond program. The Board will
present the findings in a Board or Committee meeting, with possible recommendations
to be presented and deliberated on by the Board. This will happen before June 2027.

and Protocols.

Recommendation 31: Memorialize expectations and new protocols to guide how
Board members are afforded the opportunity to ask questions and scrutinize bond

activity as part of deliberations and due diligence either in the Board’s “Expectations
and Operating Protocols” document or in Board Policy 1.70.011-P Board Meetings

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur

June 2027

Board of Education
(503) 916-3200

Narrative for Recommendation 31:

The PPS Board agrees it should memorialize expectations and new protocols to guide
how board members are afforded the opportunity to ask questions and scrutinize bond

activity as part of deliberations and due diligence the Board’s “Expectations and
Operating Protocols” document.
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The Board will meet within 30 days to assign the updating of the Board’s “Expectations
and Operating Protocols” to an existing Board committee or will schedule a full Board
Retreat where this work will begin.

Recommendation 32: Reiterate and follow the Board's “Expectation and Operating
Protocols” document Section V.A.3 where if district staff is unable to answer a
question that comes up in board meeting discussion, the Board office will note the
question and provide follow-up to the Board. These protocols could include supporting
analysis, when relevant, in subsequent board meetings to address board inquiries.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur

June 2027

Board of Education
(503) 916-3200

Narrative for Recommendation 32:

To implement recommendation 30 and 31, the PPS Board is committed to updating the

Board's “Expectation and Operating Protocols” document. The Board will ensure the
updated protocols clearly communicate expectations for follow up and transparency
regarding Board member questions the Board that staff are unable to answer during the

Board meeting.

The Board will meet within 30 days to assign the updating of the Board’s “Expectations
and Operating Protocols” to an existing Board committee or will schedule a full Board
Retreat where this work will begin.

oversight.

Recommendation 33: Track unanswered Board member questions raised during
public Board meetings to record district responses in the Board-District Q&A
document and post to the BoardBook public meeting platform to enhance
transparency and give the public insight into the veracity of Board due diligence and

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur

June 2027

Dr. Kimberlee Armstrong,
Superintendent (503)
916-3200
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Narrative for Recommendation 33:

The Board agrees with this recommendation and will direct the Superintendent to
implement it, subject to applicable legal or privacy constraints and any other
refinements the Board may define in the “Expectations and Operating Protocols”

document.

Recommendation 34: Instruct the Office of Internal Performance Auditor to hire an
additional audit employee with capital delivery and bond program audit expertise (paid
for with bond funds) to provide objective review over the bond program as an
extension of the Board's oversight and ensure audit staff receive regular capital
project delivery training.
Concur or Nonconcur
with Recommendation

Name and phone number
of specific point of
contact for
implementation
Janise Hansen, CIA PPS
Internal Auditor (503)
916-3200

Target date to complete
implementation activities
(Generally expected within

6 months)
June 2027

Concur

Narrative for Recommendation 34:

The Board agrees with the recommendation and will direct the Internal Auditor to begin
the process of hiring an additional audit employee with capital delivery and bond
program audit expertise (paid for with bond funds). The hiring of the additional auditor
will support the OIPA's ability to provide objective review over the bond program as an
extension of the Board's oversight.

The Board will also direct the Internal Auditor to identify and obtain regular capital
project delivery training for audit staff.

The direction from the Board to OIPA to implement this recommendation is effective
immediately, however the full implementation of this recommendation will depend on
budget availability and the hiring process. As a result, we have identified June 2027 as
the target implementation date.

Recommendation 35: Assign the Board's Office of Internal Performance Auditor
responsibility to conduct annual reviews of bond expenditures and provide assurance
to taxpayers that bond funds are spent only for their intended and allowable purposes.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation
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June 2027 Janise Hansen, CIA PPS
Internal Auditor (503)

916-3200

Concur with comment

Narrative for Recommendation 35:

The PPS Board agrees with this recommendation and will direct the Internal Auditor to
include an annual review of bond expenditures in the Office of Internal Performance
Audit's 2026-2027 Audit Plan. OIPA may oversee the efficient use of external audit
resources to fulfil this assignment.

The results of the annual review of bond expenditures will be presented to the Audit
Committee, as well as the Bond Accountability Committee.

Recommendation 36: Have the Office of Internal Performance Auditor, or a public
industry member from the Board Audit Committee, develop and provide training to the
Board regarding the internal audit assurance function including roles and
responsibilities of the Board Audit Committee.

Concur or Nonconcur

with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Concur with comment

June 2027

Janise Hansen, CIA PPS
Internal Auditor (503)
916-3200

Narrative for Recommendation 36:

The PPS Board wants to emphasize that all Board members have been trained by our
internal auditor regarding the internal audit assurance function including roles and
responsibilities of the Board Audit Committee, based on a training plan developed by
our internal auditor. While it makes sense to formalize and memorialize these practices,
the inference that Board members have not been trained should be corrected. The
Board will discuss how best to move forward with ensuring these trainings are built into
our workplan going forward and determine a process for training this year with June
2027 as the implementation date for this year to allow for adequate time to identify and
deliver training to the full Board.

Recommendation 37: Develop and provide training and education to the Board
about bond capital project delivery, lifecycle phases, and expected activities in a
written document or manual available to the Board and stakeholders.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities

Name and phone number
of specific point of
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(Generally expected within
6 months)

contact for
implementation

Concur with comment

March 31, 2027

Jon Franco, Senior Chief
of Operations
(503) 916-3101

Narrative for Recommendation 37:

PPS agrees that Board members would benefit from guidance on bond project delivery,
including project lifecycle phases, procurement methods, contracting requirements,
major decision points, and the information the Board should expect in program reports.
PPS will develop a written guide available to Board members and stakeholders and

provide training to the Board.

Recommendation 38: Present and discuss the annual capital budget with supporting
details to the Board so it can have requisite information to properly review, understand
linkages between capital planning and bond spending, and make informed decisions.

Concur or Nonconcur
with Recommendation

Target date to complete
implementation activities
(Generally expected within

6 months)

Name and phone number
of specific point of
contact for
implementation

Partially concur

May 11, 2027

Michelle Morrison, Chief
Financial Officer
(503) 916-3214

Narrative for Recommendation 38:

PPS agrees to enhance capital budget visibility as part of PPS annual budget planning,
presentation, and implementation. As part of the annual budget development process,
the Board (and the PPS community) receives a budget plan for the upcoming fiscal
year. The budget includes details regarding the 400 Capital Project funds, including
historical information as well as where to find real-time project updates.
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Appendix F: Auditor Comments to PPS Response

To provide clarity and perspective, we are commenting on PPS’ response to our audit report. The circled
numbers below correspond with those we have placed in the margin of PPS’ response in Appendix E.

®

Page 123

To clarify, the scope approved by PPS in our bond performance audit workplan included steps
to consider subsequent events that impact bond status and to identify and assess any potential
risks. Thus, the identification of risks was part of the initial scope. A contract amendment was
initiated and approved to cover an additional year of bond activities (through FY 25-26) to assess
the changes to the bond program that occurred after the initial audit period and the risks
identified during that timeframe as auditors needed to conduct more audit work and data
analysis than initially envisioned.

©,

Page 124

We recognize that current PPS management has not been involved with these annual bond
performance audits, which we have delivered annually since 2019, and are unfamiliar with our
audit contract, the audit process, and Generally Accepted Government Auditing Standards
(GAGAS).

As we have communicated with PPS management on multiple occasions, this year’s audit report
format follows the same format as previous reports submitted to and accepted by PPS since
2019. This format was established and agreed to by the previous PPS contract managers and
members of the Bond Accountability Committee’s Audit Subcommittee (that included a City of
Portland audit manager) to meet the contract requirement and in adherence with GAGAS
requirement paragraphs 9.10 to 9.14.

Specifically, our contract states that “each performance audit report will be well-written and
include the following for findings needing attention: criteria, cause, effect, recommendation, and
benefit.” It does not dictate the format of the audit report or how those elements are to be
included, only that the report includes those provisions—which our report contains. Neither the
contract, nor GAGAS, requires auditors to discretely label or identify each element of a finding
as requested by PPS management.

Because we followed GAGAS report requirements and delivered a report following the same
format as agreed to with prior PPS management and accepted by PPS for the prior seven audits,
we respectfully declined PPS’ requests to rewrite the 100+ page audit report due to the
significant time and resources it would require and that the report conformed with the contract,
PPS precedent and conduct accepting prior reports, and GAGAS requirements.

Additionally, PPS’ response confuses audit standards (GAGAS) with accounting standards
(GAAP, or generally accepted accounting principles) when it states that the audit report format
does not meet accounting standards. For this performance audit, the only standards that apply
are GAGAS. We have fully complied with those generally accepted government auditing
standards in the performance of this audit and delivery of the audit report as certified with our
compliance statement in Appendix A (p.109).
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As required by GAGAS, our work undergoes an external peer review every three years to
determine that our work complies with audit standards—Sjoberg Evashenk has received a clean
peer review opinion on our work, reports, and compliance with standards for each peer review.

®

Page 128

As described in Finding 2 on page 29, auditors did not see evidence that PPS had a process or
protocol in place for approving, funding, monitoring, or reviewing one-time, partial-time, and full-
time staff positions charged to the bond as described in their narrative response for
Recommendation 8. Rather, we found informal and unclear practices for determining the
allowability of charging staff time in compliance with bond provisions resulted in unsupported
costs related to the percentage of time spent by certain staff on bond activities. Subsequent
PPS input and documents provided by PPS to the auditors after their review of the draft report
did not include any procedures for the auditors to consider.

®

Page 129

Recommendation 10 relates to identifying a position to be responsible for financial bond
compliance that would include more than a reconciliation of project spending to cash flow needs
and budget to actual reporting as described in PPS narrative response to Recommendation 9.
It calls for developing procedures for monitoring compliance with all legal and financial aspects
of the bond issue including tracking yield rates. Auditors did not see evidence that such
procedures were in place.

®

Page 131

As described in Finding 3 on page 49, RISE had one named Senior Construction Manager and
an unfilled construction manager position assigned to the three modernizations as of an April
2026 organization chart. We concluded that one construction manager alone may not be able
to adequately monitor concurrent construction activities for all three builds and disagree with
RISE that the onus of construction phase oversight should be primarily placed on architects,
other third-party inspectors, and owner project managers and controls staff—especially when
each project is valued at over $350 million.

As of August 2026, a new RISE organization chart shows two Senior Construction Managers—
but one individual works remotely (and would likely not be available to provide consistent job-
site presence as needed and agreed to in PPS narrative response to Recommendation 13) and
the other individual was previously a project manager over smaller facility improvements and
consolidated projects.

O,

Page 132

As described in Finding 1 on pages 13 through 16 and in Appendix C on pages 115 and 116,
audit evidence shows that OSM delivered the 2012 and 2017 originally promised bond
projects—and for several health and safety project improvement areas, delivered improvements
at more than the original number of sites promised to voters. Audit evidence does not align with
PPS’ narrative response to Recommendation 15 that there is originally planned work that
remains to be completed for the 2012 and 2017 Bond programs.

Recommendation 15 relates to clarifying inaccurate public statements that 2012 and 2017
promised projects remain open and not delivered. Projects that show as “currently active” do not
represent original planned project scopes that remain in progress but are newer improvements
that have been identified as eligible for funding. Using PPS’ definition of on-time delivery for
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bond projects shown in its response to Recommendation 1 on page 125, projects that meet
substantial completion and certificate of occupancy are considered delivered. The 2012 and
2017 Bond projects completed met that definition. Even the Benson High School project opened
on schedule, although there were funding challenges as a result from the 2017 Bond original
cost estimation issues discussed in prior bond audits.

While new projects are active under the 2012 and 2017 Bond program, they are in addition to
the originally promised bond projects and achievable because of additional funds resulting from
bond premium, interest earnings, and other monies available from savings and unencumbered
funds. Remaining amounts and percentages are relatively small at $260,000 and 0.04% for the
2012 Bond program, and low for the 2017 Bond program with $20 million available that equates
to just 2% for the 2017 Bond program.

Page 133

There is no misunderstanding on part of the auditors of the meaning of a “conflict of interest.”

PPS’ narrative response to Recommendation 17 focuses on actual and potential conflict of
interest definitions as established in Oregon ethics law and its own Public Contracting Rules but
does not address perceived conflicts of interest. For this performance audit, auditors assessed
risks related to procurement and contracting, including perceived conflicts of interest, in addition
to relevant internal controls to mitigate those risks.

Perceived conflicts of interest differ from actual or potential conflicts and happen when a
reasonable person may view a particular set of circumstances or events and question whether
bias influenced an outcome—regardless of whether there was actual bias or conflict. They can
undermine trust and public confidence—often just as much as if a real conflict existed. As
described in Finding 4 on page 69, government entities need to take precautions to avoid
situations where the public could view a public official’s actions as giving an unfair advantage to
one proposer over another, even if individuals act fairly and unbiased in their decision-making
and an entity followed laws and its internal policies.

PPS’ narrative response to Recommendation 17 states that prior discussions or prolonged
previous dealings is not a basis for dismissal from an evaluation committee and does not require
disclosure. However, given the sensitivity surrounding bond funds and public scrutiny of district
bond actions, PPS did not employ sufficient controls to protect the integrity of and mitigate risks
related to the bond program management consultant selection process as described in Finding
4 on pages 63 through 69.

While PPS may disagree with our findings and conclusions, Recommendation 17 relates to
strengthening processes and tightening accountability to reduce risks of perceived conflicts in
future competitive solicitations, ensuring evaluation instructions are clear, and clarifying
instructions surrounding actual, potential, or perceived conflicts. All elements of strong
procurement control and best practices, especially given the audit found (1) unclear evaluation
instructions for how evaluators assign weight when one RFP category has multiple components
to be evaluated but only one score and (2) circumstances that increase risk of the perception of
conflicts of interest.
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Page 135

As described in Finding 5 on page 78, PPS’ narrative response to Recommendation 20
continues to conflate the program management fee percentage used to establish the maximum
base compensation for the contract and the unrelated ultimate percentage of project costs that
will be paid out to the consultant for monthly services after required deductions.

Additionally, the math shown in PPS’ narrative response is inaccurate. Using PPS’ stated
“currently charged fee” of 3.65% against the portfolio of approximately $1.376 billion, the correct
math should be $50 million—not the $55 million cited in the PPS audit response.

Finally, while PPS’ narrative response asserts that the auditors’ comparable review indicates
that a 3.65% to 4% fee is within the documented range for program management services,
auditors concluded that PPS’ negotiated fee percentage was higher than most school districts
reviewed. As discussed on page 76 and shown in Exhibit 22 on page 77, other fee percentages
ranged from 0.9% to 3.65%—with the exception of another Procedeo contract with Fort Worth
Independent School District that was higher at 4.1%.

Page 136

PPS adjusted the August 2026 Procedeo invoice by $347,304 to account for its calculation of
overpayments between April and July 2026.

However, as described in Finding 5 on page 80, that amount does not agree with our calculations
as it did not include adjustments for the March 10, 2026, through March 31, 2026, period, and
did not include payroll costs related to bond curriculum, bond technology, and RISE support staff
providing accounting, purchasing, and contracting in addition to other external consultants’ costs
providing bond funded project services as covered by the contract. PPS’ calculations only
deducted costs for four RISE staff and three school vice principals.

Page 137

As described in PPS’ narrative response to Recommendations 23 and 24, auditors understand
that PPS’ contract with Procedeo is a lump-sum contract and that staff hours multiplied by billing
rates do not determine the monthly amount owed to the consultant.

However, as described in Finding 5 on pages 80 through 82, this does not align with best
practice and does not allow PPS to assess whether it received expected contracted time and
effort. PPS did not receive an initial breakdown of tasks with line-item cost so owners can expect
what they will receive for the overall lump-sum price nor did it require any information detailing
actual work performed such as timesheets or a breakdown of the cost by the high-level scope
of work or task areas.

Without any documented details of what services it received or how many consultant staff
worked on the bond program, PPS does not know if it received services that represent the best
value or use of bond funds on behalf of the taxpayer. PPS’ narrative response to
Recommendation 24 states that requiring this type of detail on invoices would not affect the
contractual fee or improve their measurement of success under the contract. However, this type
of information would provide greater visibility into tasks performed and better demonstrate that
PPS received expected services for the price invoiced monthly.
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Although PPS does not fully concur with Recommendation 25, at a minimum, PPS should
remove the $750,000 staff retention incentive as the consultant did not meet the requirement
since one of the key personnel identified in the proposal was not retained and was replaced by
a different design manager, as described in Finding 5 on pages 84 and 85.

@
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While we support PPS’ action described in its narrative response to Recommendation 26 to
review contract initiation, negotiation, review, and approval processes with the Bond
Accountability Committee, this recommendation related more specifically to the defined content
and language in the contract document itself as identified from the auditors’ assessment of the
initial Procedeo contract and the need to tighten controls for future contracts.

Although PPS disagrees with the auditors’ assessment of the Procedeo contract and asserts it
includes a detailed and robust scope of work and defined deliverables, the staff augmentation
amendment to Procedeo’s initial contract to “provide interim OSM Leadership reporting to the
Senior Chief of Operations” and “provide supplemental staffing and resources as needed” was
neither detailed nor a robust scope of work as described in Finding 5 on page 87.

Further, as described on pages 85 through 88, PPS did not follow best procurement practices
or have controls in place over the initial contract to best ensure it contained contract terms and
a competitive price negotiated that could allow PPS to monitor contract performance, hold
contractor accountable for deliverables, and pay for supported services rendered.

©

Page 144

PPS’ narrative response to Recommendation 36 emphasizes that all Board members have been
trained regarding the internal audit assurance function and notes that “the inference that Board
members have not been trained should be corrected.”

Our audit results and related recommendation does not infer that Board members have not
been trained. As we discuss in Finding 6 on pages 100 and 101, at the Board’s June 23, 2026,
meeting, there were statements made by some board members suggesting a lack of
understanding of the role of internal audit, audit assurances provided by internal auditors, and
audit activities, as well as a proposal to reduce OIPA staff. This meeting illustrated the limited
value some of the Board members placed on the internal audit function. Thus, we recommend
specialized training to assist the Board to better understand how governance, management, and
assurance work together.

The Board’s unclear understanding of the audit function was again demonstrated at a special
Board session on September 29, 2026, where members discussed our draft annual bond
performance audit recommendations. During that meeting, several Board members were
uncertain about the audit function as they questioned the independence of internal auditors
compared to external auditors and the different roles and functions between various PPS
internal and external auditors. Additional training could help board members receive answers to
these questions and additional knowledge on the audit function.
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