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To the Metro Council and Metro-area Citizens:

In response to a suggestion by the Meho Council, we assessed the relationship between the Metroowned
Oregon Zoo and the Oregon Zoo Foundation to determine whether financial activities betrrrrcen the two
organizations are conducted in an accountable and transparent manner. The Foundation is a not-for-profit
organization that exists solely to support the Zoo, primarily by funding Zoo programs.

We found that while the Zoo and Foundation together accomplish many positive things for patrons and the
region, Metro's system for controlling the relationship is weak. Problems identified that point to a need for
improvements include:
o Revenue from some Zoo activities was improperly sent to the Foundation ard refurned to the Zoo, which

treated it as a donation to avoid paying Metro excise taxes on the revenue.
r The Zoo Director entered into unauthorized contracts that the Foundation paid, subjecting Metro to

financial and legal risk.
o Zoo financial records have not properly reflected donations as well as revenues and costs for some

projects and activities.
o The Zoo is not receiving adequate compensation for benefits provided to Foundation members.
r Required information is not coming to Metro about the Foundation's financial activities, plans and

accomplishments, weakening effective oversight and the ability to make budgetary decisions affecting the
Zoo.

Our report makes several recommendations for improving Metro's system of management controls over the
telationship. Metro Chief Operating Officer Michael Jordan's response to specific recommendations is at the
end of the report. Mr. Jordan agrees with most recommendations; however, we are concerned that he
disagrees with our recommendation to take appropriate action to hold the Zoo Director accountable for
deparfures from Metro's contracting requirements. Such action is essential if Metro is to maintain an
environment that fosters conscientious management, integrity and accountability.

Mr. Jordan also defers to the Metro Council a decision on our recommendation to renegotiate the agreement
with the Foundation. Renegotiating the agreement is the best way to clariff the relationship issues discussed
in the report and we encourage the Council to consider taking action on this recommendation.

We appreciate the cooperation and assistance provided by Metro staff during this study.

V

Alexis , CPA
Metro Auditor

Auditor: Jim McMullin, CPA

R..y<l.d Pap.r
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Manaoemenl of Relationshio with Oreoon Zoo Needs lmorovement

Executive Summary

The Oregon Zoo, a Metro agency, is Oregon's most popular paid athaction, with
more than L2 million visitors each year. Besides funding from Zoo related sales
and property iaxes, the Zoo also receives funding from the Oregon Zoo Foundation,
a tax-exempt, nonprofit organization that is not part of Metro. The Foundation
supports a number of Zoorelated projects, and money flows back and forth
between the two entities. Metro Councilors asked the Metro Auditor to examine the
relationship between the two organizations. Councilors were particularly interested
in assuring that the relationship is conducted in an accountable and transparent
manner that allows for meaningful oversight by Metro management and the Metro
Council.

The results show a need for improvement. While the Zoo and Foundation together
accomplish many positive things for patrons and the region, the current system for
controlling this relationship is weak. Problems identified include:

o Revenue from some Zoo activities was sent to lhe Foundation and returned to
the Zoo as a donation to avoid paying Metro excise taxes on the revenue

o The Zoo is not receiving adequate compensation for benefits provided to
Foundation members.

o The Zoo entered into unauthorized contracts that the Foundation paid,
subjecting Metro to financial and legal risk

c Zoo financial records have not properly reflected revenues, costs, and
donations for some,projects and activities

o Required information is not coming to Metro about the Foundation's financial
activities, accomplishments and plans, weakening Metro's ability to make
budgetary decisions and perform effective oversight.

Establishing a more manageable and accountable system requires Metro to change
how the relationship is conducted. These changes include:

o Making the contractual Agreement between Metro and the Foundation more
specific

o Strenglhening Metro's control environment to help ensure that employees carry
out operations in ways that are consistent with Metro policies

o Recognizing and mitigating risks aspciated with the current Zooffoundation
relationship

o Creating a better flow of financial and performance information

. Monitoring the relationship and terms of the contractual Agreement.

Specific recommendations for accomplishing these aims follow

1
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Recommendations
Strengthening the Metro should renegotiate its contractual Agreement with the Foundation.

Contractual Objectives of this renegotiation should include:

. 
Agreement l. More clearly defining the Foundation's major duties and the

expectations associated with them. This could potentially be done by
having each duty be the subject of a separate subagreement or
Memorandum of Understanding (MOU) setting forth such matters as
(l) the nature of the duty and how it relates to the Zoo's mission, (2)
the relative roles of the Foundation and Zoo in conducting the duty, (3)
the way in which Mbtro and the Foundation will evaluate how the duty
is carried out, and (4) the information needed from the Foundation in
order to carry out the evaluation and Metro's other oversight,
management and budgetary responsibilities.

2. Defining a payment process to assure that the Zoo is adequately
compensated for the value of benefits Foundation members receive
from the Zoo.

3. Prescribing how to account for in-kind donations made by the
Foundation. The Agreement should provide that, as a general rule, the
Foundation should contribute funds to the Zoo from which the Zoo
will purchase agreed-upon goods and services. Exceptions to this
procedure should be justified and documented and the Zno should
recognize the nature and amount of such contributions on its books.

4. Providing that Metro will charge the Foundation for the cost of
services and facilities Metro provides to the Foundation. Doing this
will make these expenses transparent and accountable.

Strengthening the
Control Environment

Acknowledging and
Mitigating Risks

The Chief Operating Officer should take appropriate action to hold the
Zoo Director accountable for departures from Metro's regulations relating
to construction of the condor breeding facility.

The recommendations we are making for improving the contractual
Agreement and Metro's management controls are intended to address the
high risks we identified in Metro's relationship with the Foundation. One
of these risks, for example, involves the Zoo Director also serving as the
Executive Director of the Foundation. There may be other risks that we
did not identify that need to be controlled. Accordingly, the Chief
Operating Officer, in conjunction with other Metro personnel such as the
Chief Financial Officer and Metro Attorney, should review the contractual
relationship with the Foundation to assure that all major risks are
identified and procedures are in place to mitigate them.

2
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Creating a Better
Flow of lnformation

Making Provisions
for Monitoring

The Chief Operating Officer should define the information and reports
needed by Metro officials to perform their oversight responsibility, and
take steps-including specifring the information requirements in the
contractual Agreement if necessary-to ensure that the Zoo and the
Foundation make this information available. At a minimum, in addition to
an audited financial statement, the Foundation should report on its
activities, accomplishments, revenues and expenses associated with each
major duty defined in the Agreement. This reporting should document the
Foundation's financial contributions to the Zoo and provide a basis for
evaluating the Foundation's performance.

With regard totheZooFoundation relationship, the Chief Operating
Officer should establish appropriate procedures to independently monitor
Metro's contractual relationship with the Foundation and assure that terms
of a revised Agreement are complied with. Because theZoo Director is a
parly to both sides of the contractual Agreement, the Chief Operating
Officer needs to designate someone else as the responsible official for
monitoring the terms of the Agreement.

For monitoring activity that affects not only the ZoolFoundation
relationship but also other aspects of Metro operations, two additional
steps should be taken:

Metro should enhance the role of the Contract Office by giving it the
authority and resources needed to:

. Identi& high risks in contracts and assure that appropriate controls
are in place to mitigate these risks.

o Monitor departments to assure they are complying with contracting
policies and procedures.

o Monitor high risk contracts to assure compliance with'contract
terms and assure that identified risks are being adequately
controlled.

o Establish a performance reporting system to make contract results
visible and identiff areas needing improvement.

2. Metro should implement the full range of recommendations made in
the Metro Auditor report of December 2000, Contracting: A
Fr amew or k for Enhan c in g C on tr a c t Mana ge m ent. That report m ade
detailed recommendations for establishing an appropriate Metro
contract management system, including as just stated enhancing the
role of the Contract Office. At the time, Metro's Executive Officer
agreed to implement the recommendationg but although progress has
been made, more needs to be done. If all the processes recommended
in that report were in place, some of the problems identified in this
report may have been avoided. The full set of recommendations is
included in this report as Appendix C.
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Background: The
ZoolFoundation

Relationship

lntroduction
This review stems from interest expressed by members of the Metro
Council in evaluating the operating relationship between the Oregon Zoo
and the Oregon Zoo Foundation. The Zoo, a Metro agency, is the most
popular paid attraction in the State of Oregon, with more than 1.2 million
visitors annually. The Foundation, a tax-exempt, nonprofit organization
that is not part of Metro, was established to encourage and aid the
development of the Zoo. While only one of these two entities is a Metro
agency, both are involved in Zoorelated projects, and money flows back
and forth between them. When the Metro Auditor asked the Metro
Council to suggest audit topics that Councilors thought would help the
Council in its management and oversight efforts, they included the
relationship between the Zoo and Foundation as one of the topics. Four
Councilors considered it a high priority. Specific interests expressed by
Councilors in follow-up discussions included

o The relationship between the Zoo and Foundation in the financing and
administration of certain Zoo exhibits, and

. The extent to which the relationship between the Zoo and Foundation
is transparent and allows for meaningful oversight by the Metro
Council.

We conducted our review to provide information on these and related
issues. We focused the review on assessing the extent to which the current
relationship between the Zoo and Foundation is managed within a

framework of reliable accountabilif and management controls. Broadly
defined, management and accountability controls are systems that help
managers and policy makers ensure that an organization's activities are
carried out consistently with policy objectives, organizational goals, and
established procedures.

Metro and its predecessor, the Portland Metropolitan Service Dishict, has
been operating the Zoo since I 971 . The Metro Council is responsible for
setting policy and providing budgetary oversight of the Zoo, and Meho's
Chief Operating Officer is responsible for assuring that the Zoo is
managed effectively and in compliance with Metro requirements. The Zoo
is administered by a Director, who is a Metro employee. T"lte Zoo Director
is accountable to the Chief Operating Officer and is responsible for
complying with Metro budgetary, contracting, accounting, and other
prescribed policies, procedures and legal requirements. The Zoo has about
160 employees, and its budget for fiscal year 2003-04 was $26.1 million.

The Oregon Zoo Foundation ("Foundation") has existed for many years
and was formerly known as the Friends of the Washington Park Zoo. The
Foundation, which has 12 employees, is guided by a Board of Trustees,
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Objectives, Scope,
and Methodology

including two Meho Councilors who serve as nonvoting members. The
Foundation's duties are broadly defined in a written agreement (called
here "the Agreement") between Metro and the Foundation. These duties
are as follows:

r Raising significant funding for the Zoo

o Recruiting a broad-based membership in the Foundation

. Developing general community support for the Zoo

o Promoting volunteer participation atthe Zoo

o Performing such other services to benefit the Zoo as agreed to by the
parties.

Since 1997, the Zoo Director has been the administrative head of both the
Zoo and the Foundation. In that year, the ZoolFoundation agreement was
amended to provide that the Zoo's Director would also serve as the
Foundation's Executive Director. The Zoo Director performs the
Executive Director's duties under the direction and control of the
Fouhdation Board of Directors. Metro pays the Zoo Director's salary and
benefits and the Zoo Director receives no additional compensation from
the Foundation for these duties.

The objectives of this audit were developed after interviewing six
Councilors who either considered the ZoolFoundation relationship a high-
priority project or who are or have been members of the Foundation's
Board of Trustees. A brief summary of the comments and issues they
raised is in Appendix A. As a result of these interviews, the audit focused
on issues of accountability and oversight as well as the handling of
revenues and expenses in various projects involving the Zoo and the
Foundation.

We focused our work on the following main steps:

o Reviewing the Metro Council resolution approving the Agreement
between Metro and the Foundation and the associated staffreport

o Reviewing the Agreement between Metro and the Foundation to
determine whether it contains the elements of a sound conhact

. Identifuing the major activities the Foundation engages in to support
theZoo

o Obtaining information from Meto through interviews with Metro's
Chief Operating Officer, Chief Financial Officer, Contracting Officer,
and Finance Deparfrnent staff

o Obtaining information on Zoo operations through interviews with the
Zoo's Director, Finance and Budget Manager, and Construction
Manager

5
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o Obtaining information on Foundation activities through interviews with
the Executive Director and other Foundation staff, including the
Director of Developmen! Finance Manager, and Membership Manager

o Reviewing numerous documents, including Zoo budgets, Foundation
budgets, Foundation audited financial statements for FY 2001 through
FY 2003, Metro Attorney files, prior audits and studies relating to the
Oregon Zoo, and audit reports from other Zoos that addressed the
relationship between the Zoo and the Zoo' s non-profit support
organization

o Determining the Zoo's procedures for authorizing and awarding
contracts for designing and building a breeding facility for C.alifornia
condors

o Determining the Zoo's and Foundation procedures for accounting for
the revenues and expenses related to two exhibits (a simulator ride and
a butterlly exhibit called "Wings of Wonder"), as well as obtaining
relevant financial data

o Discussing the legal implications of our findings with the Metro
Attorney

To provide an objective set of criteria for assessing the degree to which
the current Agreement and relationship is effectively managed and allows
the Council to exercise its oversight responsibilities, we used the
following:

o Management control standards developed for the Committee of
Sponsoring Organizations (COSO) of the Treadway Commissionr in
1994. A COSO report titled Internal Control - Integrated Framewor*
establishes a definitive framework against which public and private
organizations can assess and improve their internal control systems.
The framework developed by COSO consists of five interrelated
components, as shown in Table l. We have used this framework in
assessing management and accountability controls in other Metro
departments and operations, and Metro's Internal Control Policy is
modeled on this frameworlC

o Metro contract policies and excise tax requirements contained in Metro
Code Chapters2.04 and 7.01, respectively

o Metro's Code of Ethics contained in Executive Order No. 66 effective
January 21,1997

t COSO concepts have been incorporated into professional standards in the United States, including the Government Audit
Standards issued by the United States Govemment Accountability Offrce (GAO) tlrat the Metro Auditor is required to
abide by. The Sarbanes-Oxley Act requires publicly traded companies to have a COSGlike consot framework in place.

2 Internal Conhot - Integrated Framework Executive Summary can be viewed at:
http ://www. coso. orglPubl icati ons/exccutive_summary_integrated_fram ework htn

3 Metro's internal contol policy is the subject of Executive Order No. 85, effective April 9, 2004.
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o Standards and criteria contained in the Meho Auditor December 2000
report entitled "Contracting: A Framework for Enhancing Contract
Management". This report deals with the need for Metro to establish a
comprehensive contract management system and outlines the elements
of such a system. The report makes several detailed recommendations
for improving Metro's contracting system. Where appropriate, we refer
to these recommendations in this report

Table 1

of Ma Control in the COSO Framework

Our audit was conducted in accordance with generally accepted
government auditing standards. These standards required that we review
internal controls and report significant deficiencies that are relevant to
audit objectives. As noted above, we used the COSO internal control
framework as criteria in evaluating the relationship between Metro and
the Foundation. Significant deficiencies found during the course of the
audit are described in the report.

7

Component Explanation

Control
environment

lncludes integrity, ethical values and competence;
attention and direction provided by the policy makers; and
management's philosophy and operating style

Risk
assessment

ldentifies and analyzes relevant risks to achievement of
the organization's objectives, forming a basis for
determining how the risks should be managed

Control
activities

Comprises the policies and procedures that help ensure
management directives are carried out

lnformation and
communication

lnformation must be identified, captured and
communicated in a form and timeframe that enable
people to carry out their responsibilities. Effective
communication also must occur in a broader sense,
flowing down, across and up the organization

Monitoring Assesses the quality of the system's performance over
time, through ongoing management and supervisory
oversight activities and other evaluations.

!
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I
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I

I



Manaoemenl of Relationshio wilh Oreoon Zoo Needs lmorovemenl

Problems lndicate Better Management
Control Needed Over ZoolFoundation
Relationship
Metro and the Council currently do not have an adequate framework for
overseeing and managing the relationship between the Zoo and the
Foundation. Such a framework, often referred to as management controls,
is important for providing the Metro Council and management a clear
understanding of how monies are being spent and whether activities are
being carried out consistently with prescribed policies and procedures.

The Metro/Foundation Agreement provides that the Zoo Director will also
serye as the Executive Director of the Foundation. This arrangement,
while apparently making it easier for the two organizations to work
together, presents risks for Metro in that a Zoo Director is in a position to
use the Foundation and its resources to avoid Metro requirements. Such
risks are not recognized in the Agreement and Meho does not have
controls in place to identiff and manage tlem.

We identified several instances in which the current relationship between
the Zoo and the Foundation has been managed inconsistently with Metro's
best interests and lessened the Council's and Metro management's ability
to monitor operations and exercise decision making authority. In several
cases, the seriousness of these issues has already led Metro management
to take corrective action. These instances relate to three primary areas, as
shown in Figure 1: visibility and control over revenues, contracting
practices, and information flow. Each area and example cited is discussed
more fully below.

8
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Visibility and
controlover
revenues

Flgure I
Overview of Problem Areas ldentified

Problem
Areas

Examples

Zoo revenue was improperly shifted to the
Foundation for two separate revenue-generating
activities.

. The Zoo is not adequately compensated for
benefits provided to Foundation members.

The Foundation paid for contracts that did not
comply with Metro requirements resulting in liability,
accounting and oversight issues.

o The Agreement requires the Foundation to submit a
proposed budget and an annual report. Neither has
been submitted.

o The Zoo's accounting records do not reflect the
value of direct purchases or payments made by the
Foundation.

. The Zoo is not accounting for the cost of services
and facilities provided to the Foundation.

For two separate Zoo revenue-generating activities, the relationship between
the Zoo and Foundation was used to shift Zoo revenues and expenses to the
Foundation. This shifting of revenues had two main negative effects: Excise
taxes were not properly collected on the revenue, and the Metro Council and
other stakeholders received an incorrect view ofZoo revenues and expenses.
Since these incidents were brought to Mefro management's affention,
accounting adjustments have been made and more than $56,000 of excise
taxes has been retroactively collected.

a

Zoo Revenue
lmproperly Shifted
to the Foundation

The two revenue-generating activities were:

o A. butterfly exhibit, called "Winged Wonders" which was held during
April-September2002 and April-September 2003. Metro built and
operated the exhibit, and Zoo (that is Metro) employees sold the tickets
for it.

o I thrill ride, known as a simulator, which began operation in May 2003
and is still operating.n Metro leased the simulator and was responsible
for the lease payments, and Zoo employees sold the tickets for it.

a The original lease agreement would have ended April 30,2004, but was extended with modifications to April 30, 2006.

I

Contracting
practices

!nformation
flow



Manaoement of Relationshio with Oreoon Zoo ndation Needs lmorovement

Although the Foundation had no role in any of the activities related to these
two activities, revenues from ticket sales were channeled through the
Foundation. The treatment ofrevenues and expenses for accounting
purposes worked as shown in Figure 2. Instead of recognizing ticket sales as
Zoo revenue on which Metro excise taxes must be paid, the Zoo's
accountant treated the sales as though they were Foundation revenue.
Accordingly, Metro's accounts payable staffsent a check to the Foundation
for the amount of revenues collected each month. From these revenues, the
Foundation paid invoices for butterfly "livestock" and made $197,600 in
payments on the simulator lease entered into by Metro. The Foundation then
returned nearly all of the revenue, net of these expenses, to the Zoo where it
was treated as a "donation" exempt from excise taxes.

Figure 2
Overview of Revenue Shift and lts lmpact on Metro

Transferred
revenue from
exhibits to
Foundation

Transfened remainder
of revenues back to
Zoo which recorded
as a "donation"

Effect for Metro

o Revenues and costs not in
Zoo's financial reports

o Donations overstated

o Excise taxes improperly
avoidedUsed part

of revenue
to pay
expenses
(contracts,
suoplies)

This accounting treatment of revenues and expenseS produced inaccurate
Zoo financial statements. Because these revenues and associated expenses
were not shown on the Zoo's books, over the three-year period involved Zoo
revenues were understated by $809,681 and Zoo expenses were understated
by $250,257. Donations, which did show on the Zoo's books, were
overstated by $469,159. The excise taxes owing and finally collected on this
revenue amounted to $56,489.r

The Zoo Director provided a rationale for these actions, but the rationale is
not sound. The Director said he did not want to use taxpayer money to pay
for unproven sources of revenue like the simulator ride and butterfly exhibit.
If losses were incurred, the Foundation would bear the loss. As for the
collection of excise taxes, he said Metro was not entitled to excise taxes on
the revenue because it does not collect excise taxes on donations. Our
concerns about this rationale are as follows:

5 This calculation assumes that Metro's 7.5 %o excise tax is collected from the $809,681 in revenue, as Metro Excise Tax Code,
Section 7.01 .025, provides that the tax is included in the charge.

Zoo Foundatlon
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a This clearly was Zoo revenue. The revenue stemmed solely from Zoo
activities and the Foundation had nothing to do with it other than to act
as a conduit for the money. The Foundation, in fact, accounted for these
monies as "Funds Held for Others." In addition, given that the revenue
was the Zoo's, excise taxes were clearly due on it.

The responsibility for paying the simulator lease was also clearly
Metro's. The lease agreement was properly authorized and signed by
Metro officials, committing Metro to make the leasepayments. Having
the Foundation make the payments in case losses were incurred is
inconsistent with the Zoo's public responsibility to properly account for
and report the results of all activities the Zoo engages in and produces a
misleading financial picture of the Zoo's financial performance.

Zoo Not
Adequately

Gompensated For
Benefits Provided

To Foundation
Members

In November 2003, prior to our audit, the Metro Attorney advised the Zoo
Director and the Chief Financial Officer that (l) the revenue from both
exhibits should not be sent to the Foundation and (2) excise taxes must be
paid on the revenue. During our fieldwork in February 2004, however, we
found that revenues from the sinrulator were still being sent to the
Foundation and that no eicise tax had been collected on either the butterfly
exhibit or simulator revenue. The Zoo's Assistant Director told us that they
did not plan to pay excise taxes on the revenues until the next fiscal year
beginning July 1,2004.

We discussed this matter with Metro's Chief Operating Officer, Chief
Financial Officer, and Attorney. In May 20M excise taxes of $56,489 were
retroactively collected and accounting adjustments were made to correct the
understated revenues and expenses and overstated donations on Metro's
books.

The Zoo is not being adequately compensated for the value of benefits the
Zoo provides to Foundation members. Under the Agreement, the Foundation
conducts a membership program to raise funds and the Zoo allows these
members free entry to the Zoo and provides them other benefits. To
compensate the Zoo, the Foundation pays the Zoo an agree&upon amount
per membership. We found that the basis for this payment is not well
founded, resulting in the Zoo's being undercompensated by about $650,000
annually. This money is now retained by the Foundation and is potentially
availabie to fund Zoo activities, but at the discretion of the Foundation.6
Accordingly, the Metro Council does not have direct oversight and budgetary
control of the money, and because the money is considered a donation when
theZoo receives it, Metro is not collecting about $45,000 annually in excise
taxes from it. The compensation process and its impact on Metro are
illustrated in Figure 3.

5 As Executive Director of the Foundation, the Zoo Director influences the timing and amornt of money made available to the
Zoo.

'11



Manaoement of with Oreqon Zoo Foundation Needs lmorovemenl

Zoo

Figure 3 .

Overview of Compensation Process and lts lmpact on Metro

Provides free
entry and other
benefits

compensate
benefits

memberships
Buy

Effect for Metro
oZoo potential

undercompensation about
$650,000 annually

o Metro not collecting about
$45,000 in excise taxes on
this undercompensationPays Zoo to

for member

Foundation members are potentially doing two things when they buy a

membership: purchasing certain Zoo benefits (such as admission to the Zoo)
and making a donation that is over and above the value of benefits received.
Because Foundation members would otherwise have to purchase the benefits
they receive from the Zoo,frie Zoo should be compensated an amount that
covers the market value of these benefits.

The Foundation's membership structure provides a means for estimating the
amount of cpmpensation involved. The Foundation has three categories of
membership. The first category, called Membership Dues, consists of basic
memberships ranging from $39 (for an individual) to $84 (for a family
membership). According to the Foundation, people buy these basic
memberships to receive the benefits provided by the Zoo.The remainirg two
dues categories, called Donor Club Dues and Conservation Circle Dues,
begin at $125 and $1,000 respectively, and people who buy these
memberships are clearly making a donation to the Foundation in addition to
receiving the value of benefits provided by the Zoo. Thus, the revenue from
the Membership Dues category represents a reasonable value of the benefits
the Zoo provides to Foundation members and the amount of compensation
the Zoo should receive.T

T\e Zoo, however, is receiving only about half of the Foundation's revenues
from these basic memberships, even after the Foundation's administrative
costs are taken into account. tn FY 2003 the Foundation received $1,963,000
from the basic memberships. That same year, the Foundation's reported costs
for administering the entire membership program totaled $672,200. After
subtracting these administrative costs,8 the Foundation's net revenue from

7 To assure that our estimate is conservative, we assumed that Metro would not be compensated for the valuc of Zoo benefits
provided to members with higher level memberships. In FY 2003, these higher-level memberships totaled $547,000.

t To firther cnsure that our estimate is conservative, we assumed that Metro would cover all of the Foundation's costs of
adminisering the program.

Foundation
Members

Foundation

12



Management of Relationship with Oregon Zoo Foundation Needs lmprovement

basic memberships totaled $1,290,800. The Zoo was compensated only half
this amount or $645,100 in FY 2003 under the current payment formula.

For the Zoo to receive this greater amount of compensation is reasonable
considering that the Zoo could receive this revenue directly by selling its
own memberships.e Persons buying memberships in the Foundation would
buy them directly from the Zoo because they are buying the membership to
obtain the benefits offered by the Zoo.Many Foundation members likely
believe that they are already buying their membership from the Zoo because
Zoo employees are already selling about onethird of the Foundation's
memberships from the Zoo office located next to the main gate and
membership materials have the appearance that the Zoo is selling the
memberships.lo

The low payment the Zoo receives relative to the value of benefits provided
is a result of the agreed upon payment formula. For each membership, the
Foundation currently pays the Zoo an amount equal to the cost of 2.5 adult
admissions. An adult admission is currently $9, so the Foundation's payment
is $22.50 per membership. We believe this payment formula is inappropriate
for several reasons:

o First and foremost, the payment formula does not result in the Zoo being
adequately compensated. The compensationthe Zoo received in FY 2003
was only half of the amount Foundation members were paying to obtain
Zoo benefits.

o Second, the payment formula doei not consider the number of persons
who can gain free entry to the Zoo. The payment is set at a fixed amount
per membership regardless of how many persons use it or how often they
use it. Thus, the Foundation pays the Zoothe same amount for an
individual membership or for a family membership where two adults, all
children under age I 8 and an unrelated guest gain free entry.

o Third, the payment formula is apparently not designed to reimburse
Metro for the full range of benefits available to Foundation members.
The Agreement provides that the payment is to reimburse the Zoo for the
cost of membership passes, gift shop discounts, and complementary
admissions for members of other Zoos. This provision does not

e The Metro Affomey confirmed that even though Metro has contractually granted ttp Foundation the right to conduct a
membership program, this grant could be revoked and the Zoo could sell its own memberships.

lo The Foundation's marketing brochures tout "Zoo membership" and ttre Zoo's website has a webpage entitled "Oregon Zoo
Membership." The first sentence on the page reads, "Share our commifrnent to wildlife preservation by becoming a Zoo member
and enjoy exclusive benefits and privileges." Only on the third and last page of the website does it state: "Membership is a
progam of The Orcgon Zoo Foundation." This is followed by the logo of the Oregon Zoo, which includes the phrase "A Service
Of Meto."
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Foundation
lmproperly Used

To Pay Contracts
On Condor

Project

recognize that the Zoo is providing Foundation members many benefits
in addition to these, including (l) free admissions to concerts, the Zoo's
Chrishnas lights display, and member-only events and (2) discounts on
camps and classes and Zoo train rides.

There may be several methods of payment that can assure the Zoo is
reasonably compensated. One method we identified appears to be worthy of
consideration. The Cleveland Zoological Society pays its Zoo 70Yo of
membership dues that are $100 or less. the30% of membership dues
retained by the Society provides funding for Society expenses. Such an
agreement is realistic for Metro and the Foundation. In FY 2003 the
Foundation could have paid the Zoo 66Yo of its basic Membership Dues and
the remaining34% would have covered the Foundation's costs of
administering its entire membership program. A copy of the Cleveland
Agreement is attached as Appendix C.

The California condor project reflects the second problem area we identified
inthe ZooFoundation relationship----contracting practices. In keeping with
its program to help conserve endangered species, the Zoo was selected to
participate in a recovery program to breed California condors prior to their
release to the wild. On this project the Zoo Director circumvented Metro's
contracting policies by using the Foundation to pay for contracts that Metro
had not authorized. This procedure placed Metro at risk from a liability
standpoint, and according to the Metro Attorney, was not appropriate.
Besides the liability concerns, this use of the Foundation again resulted in
giving the Metro Council and other stakeholders an incorrect view of Zoo
revenues and expenses.

From the outset of this project, it was understood that the Foundation would
provide the firnding for the breeding facility, The facility was included in
Metro's Capital Improvement Plan for FY 200y04, which the Metro Council
approved in November 2002. The FY 2003-04 approved budget provided
$2,000,000 for the facility, to be funded by donations from the Foundation.

While the Foundation was to be the funding source, Metro procedures called
for Metro to enter into the contracts to build the facility and for the
Foundation to raise funds and donate them to the Zoo so that Metro could
pay the contractors. The Zoo Director decided not to f,ollow these
procedures.Instead, on his own authority, he directed the Zoo's Construction
Manager to enter into and sign contracts for the design and construction of
the breeding facility, and when the bills came in, he had the Foundation pay
them. These actions violated Metro's contracting policies and procedures
that, among other things, require the Zoo to:

Obtain review and approval by Mefro's Contract ManagementOffice
and Meho Attorney

a
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a

a

a

Obtain Metro Council authorization for a steel mesh contract that was
over $50,000 (actually $462,000) and not included in the Metro budget

Follow required contract solicitation and bidding requirements, including
consideration of disadvantaged, minority, and women owned businesses

Use standard Metro contracts that contain provisions requiring
contractors to meet State of Oregon and other contracting requirements

Deviating from Metro policy was a prob.lem in several respects:

o It exposed Metro to liability risk. The breeding facility was located on
Metro property and was therefore was subject to all the requirements
normally applied to Metro projects. However, the contracts did not
contain provisions for such things as performance bonds, compliance
with prevailing wages law, and compliance with building codes.lr Meho
was also at risk because there was no assurance that the contracts were
awarded based on adequate competition, lack of favoritism and low
price, as required by State contracting law.

o The Metro Attorney told us that the Foundation is not an appropriate
vehicle for constructing an improvement on Metroowned public
property. He said the Zoo Director was not authorized to engage the
Foundation to construct the facility on Metro properly and the
Foundation was not authorized to construct the facility on Metro
property. Such improvements should be included in Metro's budget and
paid for from Metro firnds. In addition, the contracts that were entered

into to build the facility were not properly authorized and the Zoo
Director did not have the authority to enter into such contracts.

o It lessened the degree of oversight that the Metro Council and

management had over the costs of the project. Because the Foundation
paid almost all bills related to the project while it was under
construction, Metro's books did not show the construction costs until an

adjustment was made to the Zoo's capital accounts.

Figure 4 provides an overview of the improper contract practices and their
impact on Metro.

ll The Metro Attomey told us that alt contractors were paid and prevailing wages were paid to their employees'
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Zoo Foundation

Figure 4
Overvlew of lmproper Contract Practlce and lts lmpact on Metro

Effect for Metro
Unauthorized
contrac{s to
be funded by
Foundation

+
Did not donate tunds to
Metro for paying the
contrads (the proper
process)

o Lessened degree ofoversight
on costs of project

The Zoo Director said he knew the contracting approach he was using would
violate Metro's contracting requirements, but he took the action for the
following reasons:

. After talking with potential donors, he said it became clear that the
Foundation would have difficulty soliciting the level of cash
contributions needed to build the facility. The Director said that because
he believed the Foundation would not be able to raise cash and then
transfer the cash to Metro to build the facility, it would be better to
obtain as many "in-kind" contributions as possible. This would make it
easier for firms like PGE, Hoffinan Construction and Weyerhauser to
make donations without having to give cash and would make it easier for
the Foundation to raise the level of cash needed to complete the facility.

o The Director said the approach of soliciting in-kind donations resulted in
the project costing less to build than if Metro's contracting procedures
had been followed. He said the bigger contractors were willing to donate
time and material;, but not willing to go through the hassle of bidding on
the project. He also said that nothing in the Agreement states that the
Foundation can only donate cash in support of the Zoo.

T\e Zoo Director apparently did not try to find away to achieve his
objective of getting in-kind donations while still complying with Metro's
contracting requirements. The current Contracting Officer told us that in his
professional judgment a method could have been devised to both allow in-
kind donations and still meet the letter and spirit of the Metro's contracting
requirements.

Metro has taken steps to address the problems that arose from the Zoo
Director's activities. Metro's Chief Operating Officer and the Foundation
entered into an after-the-fact agreement that documents the role the
Foundation played in paying contractors for what is termed Phase I of the
project. The agreement provides that the Foundation will not pay conhactors

Pald for
contracts
dheclly

o Violated Metro contract
policies

. Exposed Metro to liability risks

o Costs and donations not
appropriately refl ected in
Zoo's financial records
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Metro Council Not
Receiving
Required

lnformation

under Phase 2 of the project, but instead will donate money to the Zoo from
which payments will be made. Tlte Zoo has also taken steps to address and
remedy accounting issues associated with the project. In March 2004 the
Zoo's Finance Manager recognized the breeding facility as aZoo asset by
capitalizing the Foundation's $929,000 in payments and in-kind donations in
the Zoo's Capital Fund and showing this as a donation.

The Metro Council and Chief Operating Officer need relevant and accurate
information to effectively perform their oversight and management
responsibilities in relation to the Zoo and Metro's contract with the
Foundation. The current agreement between Metro and the Foundation
requires the Foundation to supply certain information, but this information is
not being generated----or if it is generated, it is not being dishibuted to those
who need it for oversight purposes. Figure 5 provides an overview ofthe
required information that has not been provided and its impact on Metro.

o Budget information not provided. The Agreement requires the
Foundation, in consultation with theZoo Director, to adopt and publish
an annual operating budget and to send its proposed budget to Metro so
that Metro may consider the proposed budget in conjunction with
Metro's budget for the Zoo. Tllre Agreement does not state who in Metro
is to receive the information, but the staffreport accompanying the
Metro Council resolution approving the Agreement states that it should
go to the Metro Council. This information has not been provided to the
Metro Council or to the Chief Operating Officer. Such information
would better help the Council and the Chief Operating Officer determine
how much funding they can expect each year from the Foundation in
support ofthe Zoo.

o Annual report not prepared. The Agreement also requires the
Foundation, in consultation with the Zoo Director, to adopt and publish
an annual report, including an audited financial statement. The
Agreement does not define what this report should contain, other than
the financial statement, but even so the Foundation is not preparing any
kind of an annual report. The kind of information often included in an
annual report-such as information about the Foundation's performance
and its major initiatives-could help the Metro Council make funding
and policy decisions regarding the Zoo.
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Foundation

Figure 5
Overview of Required lnformation Not Provided and lts lmpact on
Metro

Required linancial
information not
provided
. Proposed budget

for next year
. Annual report for

preceding year

Effect for Metro Gouncll
and Top Management

o Lessened ability to mesh
Metro's and Foundation's
initiatives for the coming
year

o Lessened abilig to see
how Foundation aided Zoo
in the previous year

Council Lacks
Other Relevant

lnformation

While the problem above relates to information the Foundation is required to
provide, we identified other unmet information needs that lie outside the
current requirements. The Zoo's books have not been recognizing and
accounting for two types of information that are important from a public
accountability standpoint:

o fnformation about in-kind payments. While direct monetary
contributions from the Foundation to the Zoo show up on the Zoo's
books, direct purchases and payments made by the Foundation do not.
As discussed above, the Foundation improperly paid for a Zoo simulator
Iease and for contracts on the condor project that required Metro to make
after the fact adjustments to the Zoo's books to recognize the payments.
In addition, the Zoo Director told us that the Foundation routinely
purchases medical equipment, veterinary supplies and other things that
do not show on the Zoo's books. We discussed this matter with Metro's
Chief Operating Officer, who agreed that such purchases should be
accounted for on the Zoo's books.

Information about cost of services and facilities provided to the
Foundation , T}lre Zoo is generally not accounting for the cost of services
and facilities it provides to the Foundation free of charge. Under terms of
the Agreement, Metro agreed to provide Zoo space for Foundation
meetings, staffoffices, a membership booth, and other space as agreed. It
also agreed to assist the Foundation in performing such duties as

assisting with membership drives, newsletters, and annual reports. We
did not attempt to identif all the types and costs of services and support
that the Zoo and other Metro units provide to the Foundation, but we did
note that overall Meho is providing more than token support and that
some of the services are not obvious from the Agreement. For example,
Zoo staffsell about one-third of all Foundation memberships from an
office next to the main gates - for FY 2002-03, these sales amounted to
$837,000 of the Foundation's $2,510,000 of membership revenue. In
addition, Metro's Information Technology deparhnent assisted the

a

Metro
Gouncil
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Foundation for almost a week to install a new computer system, and
Metro administers the Foundation's employee benefits program."
Information on the nafure and cost of such services is essential for the
Metro Council to assure that the relationship is administered in a
transparent and accountable manner.

12 Conversely, we noted drat the Foundation charges the Zoo's Education Division $20,000 annually for program listings in the
Foundation's newsletter.
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Agreement Needs
To Be Revised

and Strengthened

lmproving Management Control Requires
Actions ln Several Areas
The problems described above dentonstrate a need to make systemic
changes to the arrangement between Metro and the Foundation. While a
number of problems have been corrected or are currently being addressed,
the current set of management controls is not sufficient to prevent similar
problems from recurring in the future. We evaluated the current set of
management controls using two sets of criteria described earlier in our
methodology-the COSO internal control framework and the contract
management standards we developed from previous work. This evaluation
pointed to a need for improvements in the following areas:

o The contractual Agreement needs to be revised to establish a basis for
accountab i I ity, including defin in g expected performance and producin g
information needed for oversight and accountability

o Metro's control environment needs to be strengthened to help ensure
employees carry out operations in ways that are consistent with Metro
policies

o Risks in the relationship need to be acknowledged and controlled

o Better financial and performance information needs to be generated and
reported to the Metro Council and other stakeholders to enable them to
carry out their oversight and budgetary decision making responsibilities

o Terms of the contract and the relationship need to be monitored

The contractual agreement between Metro and the Foundation is the key
document for defining the relationship and providing the basis for managing
it in the best interests of Metro and the public. The Agreement however,
does not establish a basis for accountability because it does not contain:

o Clear statements of services and activities expected from the Foundation

o Clearly defined performance standards and measurable outcomes

o Clear statements of how the Foundation's performance will be evaluated
and reportedl3

The Agreement states the Foundation's basic duties in very general terms:
raise significant funding, recruit a broad-based Foundation membership,
develop general community support for the Zoo, promote volunteer
participation, and perform such other services as agreed to by the parties.
This is the only statement and description of duties.

l3 Metro Auditor report entitled "Contracting; A Framework for Enhancing Contract Managemen! " December 2000, page 18.
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Table 2lists these duties and shows whether the Agreement covers some
basic elements that, from a management control standpoint, should be
defined to provide a basis of accountability for the duty. These elements
include such things as clearly describing the nature of the duty, defining the
roles of the parties in relation to each duty, and specifoing the information
needed to ascertain that the roles are being carried out. As the table shows,
this level of specificity is largely absent. The only category in which the
Agreement contains provisions is for reporting requirements. And even for
this category, as pointed out earlier, the requirements for an annual report are
not clearly defined and required reports have not been submitted as required.

Not for this
duty

Another deficiency of the Agreement is that it does not recognize that the
relationship between the Zoo and the Foundation differs for each Foundation
duty. For example, respective Zoo and Foundation staffroles and
responsibilities are very different in relation to fundraising and volunteer
promotion activities. To provide a basis for transparency and accountability,
these differing roles and responsibilities, as well as such things as the
treatnent ofrevenues and expenses, should be recognized and defined.

One way to accomplish this greater specificity is by providing in the
Agreement for each major duty to be the subject of a separate subagreement
or "Memorandum of Understanding (MOtI)" that is an attachment to the
basic Agreement. These MOU's would establish the basis for making clear
and transparent the roles and responsibilities of Zoo and Foundation staffs,
how performance will be evaluated and reported, how revenues and
expenses will be accounted for and how Meho will monitor terms of the
Agreement. Our specific recommendations for what the MOU's should
address are in the Conhacfual Agreement subsection of the
Recommendations section of this report.

la Provides for a payment to Metro to cover certain costs. The adequacy of this payment is discussed in the report section entitled
"Zoo Not Adequately Compensated for Benefits Provided to Foundation Members."
t5 For example, acquiring grants.

Duty Nature of the
duq defined?

Basls lor
evaluatlng

perlormance?

Flnanclal
transac-tlon
procedures
specllled?

Roler and
responrlblllUes

of rtaff
rpoclfled?

ilonltorlng or
evrluatlon
approach

establlBhed?

Reportlng
requlrements

rpecmed?

Fundralslng No No No No No Not for this
duty

Membershlp
Program No No No No Not tor this

duty

Communlty
Support No No No No No Not for this

duty

Volunteer
Promotlon No No No No No Not for this

duty

Other
Servlcesrt No No No No No
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Contro!
Environment
Needs To Be

Strengthened

Defining these matters in the Agreement does not necessarily correlate with
having a successful relationship. However, specificity is essential for Metro
to have a sound basis for public accountability and to assure that Metro
interests are protected.

While the Agreement is not specific about the Foundation's duties, it is
specific about the purpose of the payment that the Zoo is to receive from the
Foundation's membership program. The Agreement provides that the
payment is to reimburse the Zoo for the cost of membership passes, gift shop
discounts, and complimentary admissions for members of other Zoos. This
provision does not recognize that the Zoo is providing Foundation members
many benefits in addition to these, so to make the payment more fully
representative of the value of benefits provided, this part of the Agreement
would need to be changed.

A central component of an internal control system is what is called the
"conhol environment." This component refers to the need for management
and employees to establish and maintain an environment throughout the
organization that sets a positive and supportive affitude toward internal
control and conscientious management. Elements of a strong control
environment involve such matters as:

o Using a formal code of conduct and other policies to address acceptable
operational practices and conflicts of interest, and

. Taking appropriate disciplinary action in response to departures from
approved policies and procedures.

Metro does have a code of conduct and policies and procedures to address
acceptable operational practices, but the problems described earlier in the
report relating to the conhacting of the condor project demonstrate they were
not followed. As a Metro official and head of a department, the Director of
the Zoo is responsible for being knowledgeable of and complying with the
public laws, policies and procedures that govern his activities. However, the
ZooDirector's conduct in knowingly ignoring Metro conhacting
requirements on the condor project is clearly improper and inconsistent with
Metro's Code of Ethics, as shown in Table 3.
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Risks Need to be
Acknowledged
and Controlled

Table 3
Comparison of Zoo Director Conduct to Metro Ethics Code

According to the Meho Attorney, there is no mechanism of legal
enforcement against a public employeewho does not follow Meho's
contracting and other requirements where the employee does not have a
personal financial involvement. The Metro Attorney said there is a
management mechanism to deal with employees who do not comply with
Metro policy and procedures. This mechanism is subject to the discretion of
the Chief Operating Officer and could involve disciplinary actions.

The Chief Operating Officer reported to us that he has met with all of the
employees involved in the problems disclosed in this report and as a result
new procedures for contracting and excise tax collection were implemented.
However, a fundamental element of any control system is individual
accountability, which makes it important that appropriate disciplinary action
be taken in response to departure from approved regulations, policies and
procedures. Such action is essential to establish and maintain an
environment throughout the organization that sets a positive and supportive
attitude toward internal control and conscientious management.

Assessing and controlling risks is another important part of a management
control system. It involves identiffing any factors that can negatively impact
Metro or the operation of the agreement and taking steps to minimize their
occurrence. In our view, the key risks are clear:

o The Zoo Director seryes both as the head of the Zoo and the head of the
Foundation. This dual status leaves operations open to manipulation.

o The Foundation can be used as a conduit to avoid payment of Metro
excise taxes from Zoo revenue sources.

o The Zoo may not receive adequate compensation for the benefits
Foundation members receive from the Zoo.

o The Foundation can be used as away to purchase things without the
Metro Council's awareness and ability to exercise oversight.

Ethics Code Provision Zoo Director's Conduct
Metro officials must obey
both the letter and the
spirit of all laws and
regulations

Knowingly ignored Metro contracting regulations
in constructing the condor project

Metro officials should be
careful to act only within
the authority for decision
makinq they have

Exceeded authority by directing the Zoo's
Construction Manager to enter into and sign
contracts for building the condor facility

Metro Administrators
must implement policies
in good faith regardless
of their personal views

Knowingly ignored Metro's contracting
regulations on the condor project because in his
personalview following them would make it
difficult to raise enough cash to fund the condor
breeding facility
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Befter lnformation
ls Needed For
Oversight and

Decision-Making

Monitoring is
Needed to Ensure

Compliance

This is not to say that such risks should be eliminated by changing the
relationships; the important thing from a management conhols standpoint is
to identiff risks and take steps to mitigate them. In the case of theZoo
Director's heading up both organizations, for example, this step was taken to
address other problems and issues that had arisen in the Zooffoundation
relationship in years past. Risk management is a central part of a
management controls system principally because nearly every enterprise
involves some element of risk. Mitigating these risks is what matters.

The types of problems that we found are indications that key risks are not
being controlled. Establishing appropriate controls can protect both Mefio
and the Foundation from questionable activities and provides guidance for
the key individuals who carry out executive responsibilities. Clearly
identifuing risks and describing what steps should be taken to avoid
oversteppin g responsibil ities or operating outside acceptable parameters
would provide all parties with a clearer roadmap of how to proceed.

Good information flow is essential for a well-functioning management
control system. Without adequate and accurate data, managers have greater
difficulty making informed decisions and learning what their policies and
directives are accomplishing. The problems discussed above illustrate that
this aspect of Metro's control system is deficient, because several of the
problems center on information that is not being supplied. The Meto
Council and Chief Operating Officer would be in a beffer position to provide
oversight and evaluate the Zoo's direction and needs if they received the
budgetary and annual report information that is required under the
Agreement and if Meho and the Zoo accounted for and disclosed the support
Metro provides to the Foundation and the types of in-kind purchases the
Foundation makes for the Zoo.

Metro is not monitoring the contractual Agreement with the Foundation.
Monitoring is needed to assure that terms of the Agreement are complied
with and to provide management control over the risks inherent in the Zoo
Director also serving as the Foundation's Executive Director. These risks
include the Zoo Director being in a position to use the Foundation to conduct
activities that are outside of Metro's oversight and inconsistent with Metro
and public accountability requirements.

Effective contractor monitoring begins before the contract is awarded by
establishing clear, concise statements of expected performance in the
contract to the extent possible. Such statements provide the basis for
evaluating performance and assu.ring that the mntractual relationship is
conducted appropriately. By strengthening the Agreement between Meho
and the Foundation, Metro will have the contractual basis for monitoring the
relationship.
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Metro also has to properly assign responsibilities for monitoring contracts.
Under Metro's decentralized approach to monitoring conhacts, department
directors are responsible for assuring that contracts in their departments are
monitored. In relation to the contract with the Foundation, however,the Zoo
Director has a conflict - he is a principal player on both sides of the
Agreement and he is the monitor in charge of overseeing whether Metro's
interests are fully represented. This arrangement has resulted in Metro not
having an independent and effective monitor of the Agreement and the
relationship. From our discussions with the Zoo Director, it is clear that he is
not monitoring the terms of the Agreement. For example, he said he did not
know that the Foundation is required to prepare an annual report or that the
Foundation's proposed annual budget is required to be sent to the Metro
Council in conjunction with the Council's consideration of the Zoo's budget.

To resolve this deficiency in the accountability framework, Metro's Chief
Operating Officer should establish a process to assure that the contractual
relationship with the Foundation is independently monitored. In addition, the
problems found in this review provide a clear demonstration of why Metro
should implement the recommendations we made in a December 2000
report, "Contracting: A Framework for Enhancing Contract Management."
One recommendation in that report was for Metro to give the Contract
Office the authority and resources needed to provide effective oversight of
departmental contracting activities. At the time, Metro's Executive Officer
agreed to implement the recommendation, but progress has been limited. If
such oversight were in place, some of the problems identified in this report
may have been avoided. We recognize that this recommendation may require
some modification to Metro's decentralized management culfure, but we
believe these changes are needed for Metro to provide effective and
accountable oversight of departmental contracting activities.
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Appendix A
Metro Councilor lnterests And Concerns
The Metro Council suggested that the Meho Auditor audit the relationship
between the Oregon Zoo andthe Oregon Zoo Foundation. To determine
whether there were specific concerns driving the Council's interest in this
topic, we interviewed six Councilors who either listed this issue as one of
their top concerns or who are or have been members of the Oregon Zoo
Foundation's Board of Trustees. Table 3 describes Councilor interests and
concerns about the Zooff oundation relationship.

Table 3
Metro Councilor lnterests and Concerns About the Zool
Foundation Relationship

Relationshlp and
Accountability

Circumvention of
Overslght and
Exclse Taxes

. The fact that the Zoo Director heads both
organizations may enable the Director to make
money that is off the Metro books. The Metro
Council does not review the Foundation budget and
no excise tax is paid to Metro from traveling exhibits
operated by the Foundation. This gives the Director
the ability to retain more money and use it for
activities that are not visible to the Council.

. The Foundation can potentially be a way to run a
shadow business or off the books operation. This
doesn't trouble me if we are assured that the
Foundation is pursuing the same goals as Metro
and if it doesn't inappropriately affect the revenues
Metro is entitled to, such as the excise tax. I don't
know if we have these assurances. The
Foundation's sale of memberships and operations
conducted on Metro Zoo proper$ may not result in
our getting the excise tax we are entitled to. And the
structure of the relationship may be such that the
incentives and alignments may not match Metro's
mission.

. We have a balancing act in relation to the Zoo
Foundation. They do very good work and raise
money in support of the Zoo. But we also have a
fiduciary responsibility to assure that the
Metro/Foundation relationship is transparent and
operates within acceptable standards.

. I believe there are accountability and equity issues
that should be addressed in relation to the Zoo and
Zoo Foundation. The Audito/s Office can provide a
third par$ independent assessment of the
ZoolFoundation relationship, identiff risks and
make suggestions for improvements.

. I think there should be clearly defined accountability
processes to enable the Councilto review the
Foundation's contribution to Metro.
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. Of particular concem to me is that admission fees
for the Butterfly exhibit, simulator rides and even
memberships are not being subjected to excise
tax.

. lf there is a case to be inade for not paying excise
taxes, the Councilshould be given the opportunity
to exempt the activi$ ftom tax.

Financial . The question is what distinguishes Zoo revenues
from Foundation revenues? Revenue derived
ftom some exhibits and the simulator goes to the
Foundation, but l'm not sure why firis is the case.
It would seem like revenue ftom such operations
should go to the Zoo, just as the Zoo train
reven ue does. These fee-for-service activities
appear to be clearly distingulshable from
charitable donations that rightly belong to the
Foundation.
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Appendix B
Cleveland Parks Zoo Agreement On
Membership Revenue

AGREBN&{r

4t
This Agreemcnt is made ard enrcred wo this*-day of Seprcurber, lgg7,.

by atd bctwcen ttr Board of Park Commissiolus of rhc Ocvchnd Merropolian pirt

Disuict a polttcal crbdivision of rlrc Surc of Obio ('Clcvctand Menoparb) a,d frq

Ctcvelad Zoological scdery. an ohio rror-for-profit corporadon.(rlrc ,Socictr.), oltcaively

rhe lParries.'

Clqvelad Mcfopark orvas, opcrates and adoinisrcrs thc Oc.veland

Merroparls Zoo (tbc '?fi'). Tbc Sociery has as its priocipal.prrposc srmort of rhc. Zoo,

Tbc Paftics belicve fu is h$tcir respective best iutcrcsts for rbc Socicry m build rtrd sst"in r
large merabenhip. Ttcy ftflhcr belicve 0ut to accompli$ tbls'gea1, it is bcDcficial ro

provide admiisiou ro thc Zoo wirlotrt chargc as a Socicry ucocfit Uourever,

rhis beucfit rqprescus a significrnt loss of admislns rcyetruc o Oeveland Mctnoparb.

.Now, lhreforc, thc Panies do agrcc as foUows:

7. Fr€c Admhion and geafue Dae, Eflerivc lauuary l, tggi,

Soci,ety mcmbers @iing r..Ua crcaeaUals sball rcceivt uulirnitcd frcc admlssion o all

permanerrt aspccts of rhc Zoo includiog The RaiaForcst.

?. Conidcratioa. As coosidcruion fonhc frcc admision privilege

cxterdcd to Sociery rncobcrs,'and ro htlp flefray gate revcnuc tos, wirhlrr rhirry CIg) dars of

each semiarnuat auniversary of fie cffcaiyF date of rhis Agrecrnent, So"i.ery vill pay o
CleYcl&d Merrgparb atr atroum equal o d sbarc of alt dues rcccived dudry rbepcceding

six (O mootbs from eac[ class of Sociity mcmbe.rship rbe ducs of which are Onc HuDdred

(I001.ps11rs or lcss. To rte cuent r}tat fte cosr of a Society Sustaining Membcrstrip is
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irrcreascd above its current Oac Hundred (I@) Dollars, tlre cciliag on dues sharing shall

irrcrcase by a likc amounr.

The following sctredule ser fortr Oevelud Merrqparla pcrccgtage sharc of
I'

ducs during each year of the term hercof and for rcqrwal tcnnr, providcd howcvcr, in no

cvent shalt thc stnrc rclained by tLc Socbty be tcss rhatr $450,@ per an1um, exccpr,

hoWevc.r, should rhc aggregatg of annual ducs fall bclow $900;000 ia any ycar, Gich pargt's

perccDtage for dat year shall'bc 50%:

Y.car -ClevSJend M. -ctropartq{ Sharc. ( %).

FInt
Sccood
Tblrd
Fourth
Tbcrcaficr

Rilutc of tbc Soclety to pay rbe alovc coasilention utcu due aad within

thirry (30) days aftcr vriuco tlothc of faihrc to do so sball carirh Clweland Meroparts o
terrninate Ots A8reolcu! prcvided, borrrfler, rhar rtl ernpot Society rncnbcrs a: thc dmc of
such tcrmhatioo witl rfleln their admlsioo privilegcs uilll rhcfu respcctirc rucmbenhips

exPrre, ard provlled, firyftsg. tlrat such tcmiuarion sball nor coirdurtc a defcosc apinsr

palncd of all sums owi4& fron rhc Soclct, !o ClcveftrrdMdfopad$

3. Tent. This asrconcm ney bc rcmiurcd ar rh cod df any

ooutract tcrm by cducn noticc fmm orp paqy ro rhc othcr pny. l}is furccmenr s[all havc

an initial contract tcrm of scycn (7) ycars trom ia cffcctilr.latc. Unlcss citterputy $aII

livc 
to the other a wrinen noticc of ,tcrmftarioo prior to rbc cod of thc sinh ycar of rhe

lnitial couract term, thc ioirial cor*ract tcrm.shall be cxtcoded automatically for one

addidonal (l) year. Tletcaficr, rurlws wriuur rcthc shall bc glven by citherparty prior ro

55
57fi
65
70
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the cnd of any year, tbe theu remaiohg onc year conuad tcrur shall auromalicalty be

cxtended for one addirional yeu.

Agreurrenl Sirciety shall undenatc to nisc projeq-spccifrc funds oo bchatf. of rhe Zoo. Io

additional, thc Sociay.shall seek ro condruc its long-smidiug praaicc of nrpportiqg frorq irs

unrcsuicrcd irrcome both opcnring and capiral ncds of thc Zoo.

5. Pedodic Rcvist. Witlrotu the ueccsiry of clccrirg ro allov rhis

Agrecrnent to expirc, upon wriucn nottcc rtc Panics agrec to coasidcr, io good fli&
rnodificarion of the Agccment based upon material cflangcs iu fbc basii asompdors wLl$

lcad o it.

6- Rcord Kceping. For Orc bcoefir of &e Partics, Oerclaod

Metroparls will ruainrain coanptcrc and accrrratc records of &ec admisions by Socicry

mcrnbers, s&ich records will be avaitablc ro rbe Socicty for revicw on rcasonabtc regucs

driring normal busirrcss hours, Siurituty, Socioy.stnll rnaintaiu completc and acnrrue

meurberslip records which sbaU bc arailabtc to Ctevclaad Mctropada.

- 1. Noticc. Noticc rcqulred pur$anl to this Agrecmenr stall bc

dccmed gtyeo appropriuely if milcd ccrtified first class, rcurm recefp rtgttesh to &c

addres blow li^sed:

Ctcvcland Mctroparta
e Offices

4l0l litltonParkw.ay
Clcvctrod, OWo 44144 '

Aucntion ExecudveDireqor

Oevctand Tfilofrical Sociuy
3900 SDdlife l9ay
Clevclard, Ohio 4aI09
Alteution: Exmuive Direcror
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IN wftNESs WHEREOR thc panies havc cxecrrted rhis Agreemenr by rheir

duly autborizcd rcproentatives. effectivc as of the day and ycar fLst aborc wriucu.

clgt/E[.AND Urrtopams

Prcsident Datc
of Park Corpislorprs of tbe

Clcvelaod Metnopotitan Park Disuict

Vem
Direaor-Scqeury

Sltpu el
Stevc H. Taylor
Zoo Direcrcr

Dato

1

ZAOLOGICTLL SOCIETY

/0'J- ft
Mahovllc, Prcsidcut Date
Zoological Societl,'

7
SusanD. Milsball
Erccrtdue Dfueaor
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Appendix C
Audit Recommendations From Metro Auditor
Report "Contracting: A Framework For
Enhancing Contract Management"
We recommend that Metro take the following specific actions to improve its
management of contracts. Doing so will better ensure that contractors
produce quality results and public funds are protected from fraud, waste or
inefficient use.

L Define and document the authority, roles and responsibilities of the
various organizational units and positions involved in contracting
activities, including the Contract Office, departments and project
managers. In this regard, Metro should enhance the role of the Contract
Office by providing it the resources, authority and responsibility for the
following oversight, quality control and support activities.

2. Improve contract oversight by:

o strenglhening the role of the Confact Office in guiding and
reviewing departmental contracting activities

o conducting formal risk assessments to identifu contracts requiring
close monitoring and audits

o establishing a management reporting sy$em geared toward providing
oversight information to top management and departmental
managers.

3. Enhance departmental quality control by:

o Designating a formal "Contract Coordinator" in each deparhnent
responsible for assuring that contracts are properly planned and
monitored. This would be a professional position with the authority
to counsel and direct project managers in developing contracts and
evaluating contractor performance.

o Establishing minimum agency-wide qualifications for project
managers and other contracting personnel. Persons would be
considered qualified after attending appropriate training programs.

. Formally evaluating the performance of project managers and other
contracting personnel in relation to their contracting duties and
responsibilities.
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4. Provide better support to project managers and other contracting
personnel by developing procedures, guidelines and training in:

o determining the appropriate contract type

o establishing scope of work requirements and performance standards

o monitoring and evaluating contractor performance

o evaluating contractor proposed prices and contractor billings

o conducting risk assessments.

5. Capitalize on the depth of experience of some Metro contracting
personnel by forming interdepartnental workgroups to develop
procedures, guidelines and training programs.

6. Consider using performance-based service contracting methodology on
a pilot basis. Federal experience shows that this methodology can reduce
overall service contract costs l5 percent while obtaining better results.
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Audit: Management of Relationship with Oregon Zoo Foundation Needs
lmprovement

Date: September 2004

Auorr RespoNSE

Recommendation 1

Metro should renegotiate their contractual Agreement with the Foundation. Objectives of this
renegotiation should include:

l. More clearly defining the Foundation's major duties and the expectations associated with
theni. This could potentially be done by having each duty be the subject of a separate
subagreement or Memorandum of Understanding (MOU) setting forth such matters as (l) the
nature of the duty and how it relates to the Zoo's mission, (2) the relative roles of the
Foundation andZoo in conducting the duty, (3) the way in which Metro and the Foundation
will evaluate how the duty is carried out, and (4) the information needed from the Foundation
in order to carry out the evaluation and Metro's other oversight, management and budgetary
responsibilities.

2. Defining a payment process to assure that the Zoo is adequately compensated for the value of
benefits Foundation members receive from the Zoo.

3. Prescribing how to account for in-kind donations made by the Foundation. The Agreement
should provide that, as a general rule, the Foundation should contribute funds to the Zoo
from which the Zoo will purchase agreed-upon goods and services. Exceptions to this
procedure should be justified and docwnented and the Zoo should recognize the nature and
amount of such contributions on its books.

4. Providing that Metro will charge the Foundation for the cost of services and facilities Metro
to the Foundation. this will make these and accountable.

Agree
Yes _N/A_
No _N/A_ (specify reasons for disagreement)

The contractual agreement between the Metro Gouncil and the Zoo Foundation is the policy
articulation of the relationship and thus changes to the agreement are under the purview of
the Metro Council. However, the numbered points in the recommendation are generally
management practices that are further delineated in the subsequent recommendations and
are agreed to by management. Should the Metro Councildecide to renegotiate the
agreement with the Zoo Foundation then management will adjust its procedures based on
that future policy articulation. ln the meantime, many of the points in Recommendation 1

have been, or will be, implemented as per Recommendations 2 through 7.

I



What action will be taken (if any)?

Who will take action?

When will action be accomplished?

Follow-up necessary to correct or prevent reoccunence.
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Audit: Management of Relationship with Oregon Zoo Foundation Needs
!mprovement

Date: September 2004

Auorr RespoNSE

Recommendation 2

The Chief Operating Officer should take appropriate action to hold the Zoo Director accountable
for departures from Metro's regulations relating to construction of the Condor breeding facility.

Agree
Yes _
No _X_ (specify reasons for disagreement)

What action will be taken (if any)?

The Chief Operating Officer has met with many of the employees involved from the Zoo,
Contracts, and Finance departments including the Zoo Director, Chief Financial Officer, and
Contracls Director.

Given-

. the length of time since many of these events occurred, ando the significant change in organizational structure, and

. the personnelchanges in key control positions, ando that the issues relating to contracting and excise tax collection have been corrected

-it is management's opinion that appropriate actions have been taken to assure that Metro
policies and procedures will be followed in the future.

Other than what is stated in the responses to recommendations #3 through #6 of this report,
no further actions are necessary.

Who willtake action?

Chief Operating Officer

3



When will action be accomplished?

This action is already accomplished.

Follow-up necessary to correct or prevent reoccurrence.

lmplementation of control mechanisms as recommended in Recommendation #3-7 will help
to prevent reoccurrence agency-wide.
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Audit Management of Relationship with Oregon Zoo Foundation Needs
lmprovement

Date: September 2004

Auorr RespoNSE

Recommendation 3

The Chief Operating Offrcer, in conjunction with other Meho personnel such as the Chief
Financial Offrcer and Metro Attorney, should review the contactual relationship with the
Foundation to assure that all major risks are identified and procedures are in place'to mitigate
them. One of these risks, for example, involves lheZoo Director also serving as the Executive
Director of the Foundation. There may be other risks that we did not identiff that need to be
controlled.

Agree
Yes _X_
No (specify reasons for disagreement)

What action will be taken (if any)?

ldentify potential risks in the
for potential major exposure.

Potential risks in a contractual relationship (based on Metro contract management practice)
are:

. When remuneration exceeds $250,000. A claims dispute can arise

. lt is an employment contract

. There are environmental impacts

. There are financial risks

. There are operationa! risks

. The contract is politically sensitive

. Project management is required
o The agency's reputation can be affected
. Standard risk issues (liability, insurance, etc.)

Remuneration exceeds $250,000: The Foundation collects donations and sells Zoo
memberships to help fund the Zoo. The financial reporting listed in the Recommendation 4
response addresses accounting for the financial transactions.

A claims dispute can arise: The contract is a very simple one in that the Foundation collects
funds and sells memberships for the Zoo, and gives the Zoo the results. Claims arise in
eomplex situations such as construction projects that involve labor and material costs, and
safety issues. The potential for claims in this contract is small.

contractual relationship with the Foundation and analyze
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It is an employment contract: The OregonZoolZoo Foundation contract is not an
employment contract.

There are environmental impacts: Environmenta! work is not part of the contract.

There are financial nsks: There are no distinct financial risks apart from the donation
process that is monitored in other ways.

There are operational isks: The sale of memberships by Zoo personnel is an operational
function, however, it does not present the type of risk that operation of equipment or tools
gives (such as can exist within the Oregon Zoo environment itself, such as the railroad and
the simulator).

The contract is politically sensitive; Any contract can have political sensitivity. The
contractual relationship between the Zoo and the Foundation does not present any
untoward conditions.

Project management is required The Foundation work is not a project in the sense of
singular construction job or program implementation.

The agency's reputation can be affected: While any contract can have a reflection on
Metro's reputation, the genesis of a problem would begin in another area, such as financial,
rather than in the contractual relationship itself (such as contracting with a firm of
questionable ethics or history).

Geneic standard nsk r.ssues: As with any endeavor, there are general risk management
issues (workers compensation, liability, property insurance, etc.). Standard insurance exists,
including comprehensive general liability, workers' compensation, directors'and officers
actions and employment practices liability, and indemnification language. All are appropriate
to the relationship.

Who willtake action?

The Metro Chief Financial Officer, Accounting Manager, Contracts Manager, Oregon Zoo
ani, Zoo Foundation management.

When willaction be accomplished?

By October 1,2004

Follow-up necessary to correct or prevent reocculrence.

Review of any contract changes in the future; date dependant upon changes being made.
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lmprovement

Date: September 2004

Auorr RespoNSE

Recommendation 4

The Chief Operating Officer should define the information and reports needed by Metro officials
to perform their oversight responsibility, and take steps-including speciffing the information
requirements in the contractual Agreement if necessary-to ensure that the Zoo and the
Foundation make this information available. At a minimum, in addition,to an audited financial
statement, the Foundation should report on its activities, accomplishments, revenues and
expenses associated with each major duty defined in the Agreement. This reporting should
document the Foundation's financial contributions to the Zoo and provide a basis for evaluating
the Foundation's perfofinance.
Agree

Yes _X_
No (specify reasons for disagreement)

What action will be taken (if any)?

Management has already obtained the last audited financial statements from the Zoo
Foundation. lt is a requirement under GASB (GovernmentalAccounting Standards Board)
No. 34 for this information to be included in Metro's Comprehensive Annual Financial Report
(CAFR), and this was done for the FY 02-03 Metro report. This will continue.

Management will review the contractual agreement and include, 1) information requirements
to assure Metro's financial reporting requirements are met, and 2) information enabling
Metro to monitor the support relationship between the Zoo and the Foundation.

Who will take action?

The Finance and Administrative Services Department, management of the Oregon Zoo, the
Office of Metro Attorney, and the Oregon Zoo Foundation finance staff will work together to
take the appropriate actions.

When will action be accomplished?

The information will be required for the reports issued for the fiscal year ended June 30,
2005. The work to propose an amended contractual agreement will commence in
Septernber 2004.

7



Follow-up necessary to conect or prevent reoccurrence.

Contractual oversight by Metro management and implementation of appropriate
administrative and financia! reporting controls. (See Recommendation 5).
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lmprovement

Date: September 2004

Auor RespoNSE

Recommendation 5

With regard to the ZoolFoundation relationship, the Chief Operating Officer should establish
appropriate procedures to independently monitor Metro's contractual relationship with the
Foundation and assure that terms of a revised Agreement are complied with. Because the Zoo
Director is a party to both sides of the contractual Agreement, the Chief Operating Officer needs
to designate someone else as the responsible official for monitoring the terms of the Agreement.

Agree
Yes _X_
No _ (specify reasons for disagreement)

What action will be taken (if any)?

Executive Order 85 issued in April 2004 by the Chief Operating Officer establishes the tone
and nature of Metro's internal control environment. Oregon Zoo management will be trained
on the internal control concepts early in FY 05.

The Chief Financial Officer will assess resources available to determine who will be primarily
responsible for contractual oversight of the agreement between the Oregon Zoo and the Zoo
Foundation.

Who willtake action?

The Finance and Administrative Services Department willwork with the Oregon Zoo
management team.

When willaction be accomplished?

Procedures will be developed as any amended contractual agreement is defined and
entered into with the Zoo Foundation. Contractual oversight of the existing contract is
currently underway in the Finance and Administrative Services Department.

Follow-up necessary to correct or prevent reoccurrence.
'Continued monitoring.
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lmprovement

Date: September 2004

Auorr RespoNSE

Recommendation 6

Metro should enhance the role of the Contract Office by giving it the authority and resources
needed to:
o Jdentify high risks in contracts and assure that appropriate controls are in place to mitigate

these risks.
o Monitor departments to assure they are complying with contracting policies and procedures.
. Monitor high risk contracts to assure compliance with contract terms and assure that

identified risks are being adequately controlled.
o Establish a performance reporting system to make contract results visible and identifu areas

needing improvement.

A$ree
Yes _X_
No (specify reasons for disagreement)

What action wil! be taken (if any)?

ldentification and initiation of contracts must originate with the using department, as they
know their business needs. Assistance from Contracts and Purchasing in drafting and
executing those contracts can then ocour early in the process for best efficiency and
effectiveness.

That connection comes from the quality of the professional relationships with the individuals
responsible for those contracts. The Metro Contracts Manager and Contracts and
Purchasing staff routinely and periodically discusses contractual matters with a number of
Oregon Zoo managers and project managers. These include the Director, the Assistant
Director responsible for Zoo operations, the Deputy Director responsible for the Living
Collection (both plant and animal) and education, the Budget and Finance Manager, the
Construction and Maintenance Manager, the Capital Project Manager, the Maintenance
Projects Supervisor, the Contracts Consultant, and others responsible for contractual
obligations.

Appropriate Oregon Zoo staff will be given training on various aspeds of contracts, such as
authority, how to mitigate risks, execution of grants, etc.

Lastly, use of Metro standardized contract forms by all Metro staff is a high priority for
Purchasing and Contracts. In conjunction with a rewrlte of Metro Code 2.04 to reflect major
legislative changes made by the Oregon Legislature last year, the Metro Attorney is doing a
complete review of these formats and content.

Any additional steps will be cohtingent upon the direction given by the Metro Council in
terms of the relationship it expects between the Oregon Zoo and the Zoo Foundation.

l0



Who willtake action?

Chief Financial Officer, Contracls Manager, Purchasing and Contracts staff, Zoo
management.

When willaction be accomplished?

January 2005

Follow-up necessary to correct or prevent reoccurrence

On-going
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Audit:

Date:

Management of Relationship with Oregon Zoo Foundation Needs
lmprovement
September 2004

Auorr RespoNsE

Recommendation 7

Metro should implement the full range of recommendations made in the Metro Auditor report of
December 2000, Contracting: A Frameworkfor Enhancing Contract Management.T"hatreport
made detailed recommendations for establishing an appropriate Metro contract management
system, including as just stated enhancing the role of the Contract Offrce. At the time, Metro's
Executive Officer agreed to implement the recommendations, but although progress has been
made, more needs to be done. If all the processes recommended in that report were in place,
some of the problems identified in this report may have been avoided.

Agree

Yes X
No (specify reasons for disagreement)

What action will be taken (if any)?

Five of the original eight recommendations listed in the Metro Auditor report of December 2000,
Contracting: A Framework for Enhancing Contract Management are implemented.

The three remaining recommendations focus on larger efforts that are beyond immediate
current resources, however, we are working to realign our methods of doing business to
effectively meet these recommendations.

With respect to a management reporting system providing oversight information to top
management and departmental managers, contract coordinators were designated for all
departments in 2002. The contract cover sheet provides additional information to managers to
alert them to special risk issues of a particular contract

The Human Resources department is developing some approaches to enhance employee
training and performance evaluation, and we hope to use that as a springboard to a project
management training system.

We are currently working to integrate the contracts manualwith electronic methods of readily
available information (lntramet), which will provide self-service contract information (and to that
extent, training) to contract managers. Realignment of job duties in Purchasing and Contracts is
also part of the solution to better support contracts managers.

Any additionalsteps will be contingent upon the direction given by the Metro Councilin terms of
the relationship it expects between the Oregon Zoo and the Zoo Foundation.
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Who willtake action?

Chief Operating Officer, Conlracts Manager

When will action be accomplished?

Unknown

Follow-up necessary to correct or prevent reoccurrence.

Continuation of training
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MINUTES OF THE METRO COI.INCIL MEETING

Thursday, October 7, 2004
Metro Council Chamber

Councilors Present David Bragdon (Council President), Susan Mclain, Rod Monroe, Rex
Burkholder, Carl Hosticka, Rod Park, Brian Newman

Councilors Absent:

Council President Bragdon convened the Regular Council Meeting at 2:01 p.m.

I. INTRODUCTIONS

There were none.

2. CITIZEN COMMI.TNICATIONS

There were none.

3. DRAFT REGIONAL WATER SUPPLY PLAN UPDATE

Councilor Mclain introduced Carol Krigger, Planning Department, and Lorna Stickel, City of
Portland.

Carol Krigger said Ms. Stickel worked for the City of Portland Water Bureau and was the project
manager for the Regional Water Providers Consortium. She said the update was required every
five years and she served as the technical staff for the consortium.

Loma Stickel, Regional Water Providers Consortium, talked about the consortium and its history.
There were 22 providers on the board. The board met quarterly. Councilor Mclain was the
liaison to the consortium. She spoke to the standing committees. She noted the annual report (a
copy of which is included in the meeting record). A huge part of what the consortium did was to
serve as a water conservation group. She said the planning role of the consortium had changed
over time as well. She said this would affect the Intergovernmental Agreement (IGA) and gave
some of the specifics of the IGA and how it would change. She provided a copy of a power point
presentation, which summarized her remarks about the Update (a copy of which is found in the
meeting record). She talked about the addition of the emergency management strategy and how
this interfaced with Metro. This was the only coordinated effort across the region. She spoke to
the necessity of Metro's continued participation in the consortium and the linkage between the
two groups. She acknowledged joint objectives such as sustainability and conservation. She noted
future actions that would need to take place such as adoption of the plan. She urged the Council's
participation and feedback in the plan update.

Councilor Mclain thanked Ms. Stickel and Ms. Krigger for their work. She felt this had been a
win-win model for regional work.

4. ORGAI\UCS PROGRAM PRESENTATION

Mike Hoglund, Solid Waste and Recycling Director, noted the items on the agenda conceming
the organics program, Ordinance No. 04-1036 and Resolution No. 04-3497. He provided some
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context for the organics program. He noted that Cedar Grove would provide some details on their
program. He provided history on the collection of unwanted food. They were now marking the
second phase of the program, which was collecting food waste for composting. They had
provided a white paper on organics to the Council. They had then drafted a Release For Proposal
and received three bids. They were now looking to enter into a contract with Cedar Grove
Composting for a composting organics. He gave further details on the contract, which included no
infrastructure capital from Metro. He talked about the benefits and opportunities of composting
organics. He spoke to fiscal impacts. Council President Bragdon asked Mr. Hoglund to detail
some of the organics processes at our facility. Mr. Hoglund explained the process of waste going
to our facilities and how the food waste would be front end loaded into one of the trucks. We
were obligated to get it to Cedar Grove.

Councilor Burkholder asked if we got over 10,000 tons and built a facility here in the region,
what would be the coSt savings. Mr. Hoglund responded to the benefits of having a facility in the
region.

Susan Thoman and Denise Foland, Cedar Grove Composting, talked about their facility and
provided a power point presentation on their facility. Ms. Thoman said their model had been to
recycle everything they could. She talked about the steps to proper composting. She then gave an
overview of odor issues and the gore cover system. She said they were well known in the Puget
Sound area for their products. She summarized the drivers for composting demand. She talked
about the regional benefits of siting a facility.

Councilor Mclain appreciated their presentation. She asked about the regulatory difference and
similarities between Oregon and Washington. She wondered about the siting of a facility in
Oregon. Ms. Foland said Oregon was going through its rule making right now.

Councilor Park asked about feedstock coming out of methanol production. Ms. Thoman said she
wouldn't know that at this time.

5. CONSENT AGENDA

Consideration of minutes of the September 30,2004 Regular Council Meetings.5.1

Motion: Councilor Newman moved to adopt the meeting minutes of the September
30, Regular Me]qo CounclI.

Vote: Councilors Burkholder, Mclain, Monroe, Park, Newman, Hosticka and
Council President Bragdon voted in support of the motion. The vote was 7

the motion

6. ORDINANCES _ SECOND RBADING

6.1 6.1 Ordinance No.04-1036, Ordinance No. 04-1036, For the Purpose of Amending
Metro Code Chapter 5.02 to Establish the Initial Disposal Charge for Compostable
Organic Waste at Metro Transfer Stations.

Motion: Councilor Park moved to adopt Ordinance No. 04-1036.
Seconded: Councilor Mclain seconded the motion
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Councilor Park said since the largest single category of disposed waste in Oregon was food, the
collection and processing of organic waste was critical in the region's efforts to reach its state-
mandated goal of a 620/orecovery rate. To implement the Organics Plan, Metro must accept
organic material from the region's solid waste haulers at Metro transfer stations. Metro was in
the process of negotiating a new transfer station operations contract with Browning Ferris
Industries and was negotiating a price for accepting and processing organic waste. This ordinance
allowed a rate for accepting compostable organic waste to be set and allowed the organics to be
accepted and managed separately from other solid wastes. Metro was currently negotiating an
agreement with Cedar Grove Composting for transport, processing and composting at a cost of
$39 per ton. The rate methodology established by this ordinance was reviewed and recommended
for Council approval by the Rate Review Committee in October,2003. The rate methodology
exempted organics from transaction fees, regional system fee and excise tax. This ordinance
established the rate. Councilor Park urged support.

Vote:

7. RESOLUTIONS

7.1 Resolution No. 04-3501, For the Purpose of Authorizing and Approving
The Canemah Park Master Plan and Authorizing an Amendment to the
Canemah Park Property Intergovemmental Agreement with the City of
Oregon City.

Councilors Park, Hosticka, Burkholder, Mcl.ain, Newman, and Council
President Bragdon voted in support of the motion. The vote was 6 aye, the
motion passed with Councilor Monroe absent from the vote.

Motion: Councilor Newman moved to adopt Resolution No. 04-3501
Seconded: Councilor Hosticka seconded the motion

Councilor Newman introduced Resolution No. 04-3501. He explained where Canemah was. He
talked about the master plan and the change in the Intergovernmental Agreement (IGA).

Kirk Lango, Landscape Architect, described what the proposed improvements were. He said they
presented this to the City Commission of Oregon City. The Commission was excited to work
with Metro on this project. He shared with Council where the site was and the plan for a new play
area and basketball court. The neighbors and the City talked about creating a park close to a
habitat area that they wanted to protect. IIe felt they had found the right balance. All of the
neighbors were happy with the project.

Councilor Newman asked about the timeline for improvements. Mr. Lango said some of the park
improvanents would begin in the next several years. Councilor Park asked about the acreage and
who owned what. Ms. Kent shared where the shelter pavilion and some of the other
improvements would be. Councilor Park asked where the active recreation would be. Ms. Kent
responded by showing where the active areas would be on the site map. Mr. Lango added his
comment. Councilor Park summarized why he brought the issue up. Council President Bragdon
asked about the master plan and signage. Mr. Lango said it was part of the plan. They hadn't
gotten into too much detail yet. He provided some of the highlights. Council President Bragdon
asked about artwork. Mr. Lango said art would be incorporated.

Heather Nelson Kent, Regional Parks and Greenspaces Department, introduced the topic. She
spoke to the great partnership with the City of Oregon City.
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Vote: Councilors Park, Hosticka, Burkholder, Mcl-ain, Newman, and Council
President Bragdon voted in support of the motion. The vote was 6 aye, the
motion passed with Councilor Monroe absent from the vote.

7.2 Resolution No. 04-3494A, For the Purpose of Adopting a Policy for
Establishing a process and criteria for proposed investments from the
new Metro Tourism Opportunity and Competitiveness Account (MTOCA)

This item had been continued from last week.

Councilor Park said on May 20,2004, the Metro Council passed Ordinance 04-1052, increasing
the excise tax on solid waste by $.50 per ton for the purpose of allocating funds to the Metro
Tourism Opportunity and Competitiveness Account. MTOCA was created to help the Convention
Center maintain its competitive position in an increasingly difficult convention industry in order
to achieve economic benefits for the region. This resolution would provide direction and guidance
to the Metropolitan Exposition Recreation Commission (MERC) as it considers specific
recommendations to the Council for fund expenditures. Council must authorize any expenditures
from the fund by ordinance. The MERC Commission in Resolution 04-15 recommended that
Council approve the proposed policy in this ordinance. Councilor Park urged adoption.

Councilor Newman acknowledged the hard work of the Commission on this resolution,
particularly Don Trotter, the new chair of the Commission. He asked Mr. Blosser about the
timeline for the application for the funds.

Jeff Blosser, OCC Director, said the application for the new building has already been put in. He
provided fuither detail in the timeline for LEEDS certification for the entire facility.

Councilor Newman asked when they would be before Council again. Mr. Blosser said he thought
it was November.

Councilor Burkholder asked about the strategies and the Council's discussion about the
importance of the goals. Council President Bragdon and Councilor Mclain said they had talked
about this extensively at Council and in work session. The Council would weigh in on their
interests and priorities annually. Councilor Hosticka noted the "be it resolved" shared the
priorities. Councilor Park urged support and thanked the Commission for their efforts.

Vote: Councilors Park, Hosticka, Burkholder, Mclain, Newman, and Council
President Bragdon voted in support of the motion. The vote was 6 aye, the
motion passed with Councilor Monroe absent from the vote.

8. CONTRACT REVIEW BOARI)

8.1 Resolution No. 04-3497, For the Purpose of Entering into an Agreement
With Cedar Grove Composting, Inc., for the Transport, Processing and
Composting of Compostable Organic Wastes from Metro Transfer Stations

Motion: Councilor Mclain moved to adopt Resolution No. 04-3497
Seconded: Councilor Burkholder seconded the motion

Councilor Mclain gave kudos to Cedar Grove Composting. There had been three proposers for
the contract. She felt this company was committed to a good product. She spoke to the positive
comments that they received from a variety of agencies. She thanked Solid Waste and Recycling
staff for their efforts to make this happen. She urged approval. It was the right thing to do.
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Council President Bragdon opened a public hearing on Ordinance No. 04-1036

David Yutkin, Hot Lips Pizza,222NW Davis, Portland OR 97209. said he had been involved in
the trials for composting over the past several years. He talked about restaurateurs' frustrations
with food waste. He felt this was a valuable prog&m that would help with food waste.

Judy Crockett, City of Portland, Senior Conservation Program Coordinator, 721 NW 9ft Ave
#350, Portland OR 97209 provided a letter for the record. She talked about the pilot projects for
food waste. She summarizedthe City of Portland's readiness for this program. She was excited
and very supportive of the program.

Councilor Burkholder asked about some of the hauling issues. Ms. Crockett responded that they
had gotten good response from the haulers.

Amy Spatrisano, Meeting Strategies Worldwide, 6220 NE Glisan Portland OR 97213 said they
were very excited about this opportunity for Portland. Their niche was environmentally
responsible conferences. She encouraged Council to pass this resolution.

Council President Bragdon closed the public hearing and noted an email for the record from Rick
Sadle, Salvador Molly's restaurant. They supported the food waste composting program (a copy
of the email is included in the record).

Councilor Park asked about bactor waste. Mr, Hoglund said they were street sweepers. Councilor
Mclain closed by saying that everyone in this process had been very professional and helpful.
When it was right, it felt right. She felt they had a win-win for the public and the region.

Vote:

9. CHIEF OPERATING OFFICER COMMI,'NICATION

Michael Jordan invited public to Salmon Festival, this weekend at Oxbow Park.

10. COTJNCILOR COMMI.JNICATION

Councilor Mclain urged the public to go to the Salmon Festival. She talked about 2004-05
brochures onwaste reduction for schools. She urged taking a lookat the grant program this year
Second, she spoke to the waste reduction tools for teachers.

Councilor Park talked about the Hogan Butte event today. He noted the wonderful view. Second,
he acknowledged that Mark Williams, General Manager of MERC, was moving on and was
going to be working with Oregon Health Science University (OHSU). He wished him well.

Councilor Burkholder said Metro received an award from American Planning Association for the
ZigZag program. He acknowledged staff that had been involved in the program.

Council President Bragdon said he had attended a Zoo Foundation meeting this morning. He
acknowledged the importance of the relationship.

Councilors Park, Hosticka, Burkholder, Mclain, Newman and Council
President Bragdon voted in support of the motion. The vote was 6 aye, the
motion passed with Councilor Monroe absent from the vote.
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1I. BUDGET WORK SESSION

Council President Bragdon gave abrief overview of the process and said that it would eventually
translate into a budget for next year.

Bill Stringer, Chief Financial Officer, said that it was the first time that they had been able to put
together the goals and objectives. He reviewed the schedule of departments that would come
before Council to discuss the work that they had done thus far on the budget and the new process.
He warned the councilors that the objectives that the departments had been workjng on were a
little outdated but would be updated for the next round. He said that he had asked the departments
to discuss with the councilors the concept of performance measures. He said that there would be
technical difficulties in translating the accounting codes from the old process to the new process.
The new budget would now project a five-year period. He explained the forms that the councilors
would receive pertaining to the work that each department had done thus far. He also informed
the councilors that the departments did not yet have the allocation for services.

Council President Bragdon asked the other councilors if what Mr. Stringer had described was
what they had wanted to see when they made the request for more in-depth budget participation
some time ago.

Councilor Mclain said that they would have to see the forms first.

Paul Couey, Planning Department, briefly reviewed the two documents displayed for the
councilors.

Mike Wetter, Assistant to the Council President, reiterated that the staff was working with a
slightly different set of obj ectives/goals.

Mr. Couey said that the charts showed distinct groupings between the goals and objectives.

Councilor Burkholder said that they had tried to take out the "Big Look" portion of the process
for a later exercise and focus on the functions of the agency for this portion of the exercise.

Michael Jordan, Chief Operating Officer, said that in past years they would not have started on
the budget this eally in the fiscal year but because staff had made a commitment to bring the
process close to the council, it was coming before them at an earlier date. He explained that the
things that they were now reviewing would undergo dynamic change over the months ahead as
the process was refined. He suggested that it might feel uncomfortable for both staff and council
over the next few months.

Councilor Burkholder said that it would not be as clean now as it would eventually become.

Tony Vecchio, Oregon Zoo Director, reviewed the progress that had been made on the strategic
plan for theZoo and reviewed his form, that form is attached and forms part of the record. He
thanked Sarah Chisholm, Oregon Zoo, for all her hard work on the Zoo plan, and for keeping the
big budget picture in mind as she worked on the progmms and objectives. He said that it was not
an easy process but an interesting one nonetheless.

Councilor Mclain said that the council had discussed conservation as a natural fit for Metro
progmms many times in the past.'She said that they had never talked about it as part of the
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budget, and suggested that they should take up that part ofthe discussion. She said that staffand
the Council should talk about what they actually wanted to do, and if there was a budget to do it.

Councilor Hosticka said that it would be useful to take the issues or concerns that people had on a
global level and relate them to local and regional concems. He wondered how Metro would fit
into a niche for planning for natural species, and he would want to know how Metro added to
current efforts in the region.

Mr. Vecchio said that when they worked independently they lost opportunities in the community
By working with partners in the region, Metro could tap into tremendous synergy. He suggested
that Metro would be a good convener in the region for this type of thinking over a long-term
effort.

Councilor Hosticka said that the Zoo offered first hand experience of nature and what
conservation was about.

Councilor Burkholder said that it was an intriguing question and he wondered where it would fit
in Metro's plans and how efforts could be partnered with others in the region regarding budgeting
for pursuing conservation in the region.

Mr. Vecchio reviewed the Zoo's second primary program and supporting goals and objectives.
He said that historically if they added new exhibits then attendance would increase and revenue
would cover increasing costs. He said that model was no longer working and that they needed a
new business model. He said that while the strategic plan was a good plan he did not think that it
would solve the problem

Council President Bragdon said that the strategic plan could help with those meaty issues.

Councilor Burkholder said that the hopeful outcome was not to take a program and squeeze it into
a new box, but rather to identifu new opportunities and new issues. Therefore, the issues and
opportunities portion of the exercise was very important and would help them make good
decisions.

Councilor Mclain said that sometimes they made cuts to the budget without realizing the
importance of the program that was cut. She said they also needed to go out and find new sources
of revenue. The strategic plan was not just to cut programs but also to look at the whole picture
and make rational, long-reaching decisions. She said that they somehow needed to call out the
essential programs in order to figure out where they fell in the budget and whether they needed to
find new sources ofrevenue.

Councilor Park said that they also needed to take into consideration the cost of maintaining
programs as costs increase over the years, as well as the costs of new programs and their
outlaying costs of maintenance. He suggested that they needed to look at how they would change
the paradigm.

Council President Bragdon said that there were factors that were anticipated but they also needed
to remember that there would be factors that were not anticipated.

Councilor Park said that they needed to examine why the Zoo's Business Model was no longer
working.
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Mr. Jordan said that the discussion had brought up a bunch of points that needed to be examined.
He said that finding a sustainable Business Model for the Zoo was an interesting problem that
needed discussion. He said that there were things that Metro did not do today that could enhance
the sustainability of the Zoo, but there was much more to consider when talking about the budget
for the Zoo and funding.

Councilor Burkholder said that the whole purpose of the Strategic Planning process was to raise
these types of issues for discussion and examination, and then tie the issues together to see how
they fit into the agency's functioning.

Councilor Mclain asked if the Zoo school program projection was in the black, and if it would
help meet the priority of closing the $10 million gap. She wanted to know what they would use as
the measurement - meeting the $10 million dollar short fall or what the program provided for the
community?

Mr. Vecchio said that the proposed preschool had fallen to the back bumer due to the questions
the councilors had asked at previous meetings. He said thatZoo staff had gone back and looked at
those models and discovered that they had made a huge error. He said that they could not run a
preschool with the current Metro operating practices because the wages for teachers was too great
and taking that into account the program would not be in the black.

Councilor Burkholder asked how what they had done and outlined today would translate into a
budget.

Councilor Park asked if the trend was that operating costs, maintenance costs, and overhead was
getting more expensive or less expensive.

Mr. Vecchio said that they were getting greater. The exhibits were much more complex and
required major labor-intensive upkeep. They might be able to save money on energy
conservation

Councilor Park asked if there was a way to plan and build the exhibits so that they were less labor
intensive.

Mr. Vecchio said that there might be some ways, but historically as they pick new exhibits for the
Zoo they pick it on what people want and what the conservation trends were.

Mr. Stringer answered the question of how all the work on the strategic plan was captured in a
way that moved the budget forward. He said that he had envisioned three parts to the process: l)
determine a spending priority that the council felt was appropriate within the departments and
agency-wide, which would take some time to process in a meaningful way, 2) produce revenue
that did not fall into the category of goals and objectives of council, for example the Zoo
simulator; it brings in revenue but doesn't always speak to the Metro agency mission, and 3)
perfect a model on how the departments in Metro operate. In December, Finance staff would
come back with the preliminary budget drafted, in order to get the Council's feedback and to
complete the budget process on time in 2005. He said that time was of the essence. He explained
that he was still groping for the manner in which to present it to the Council, with priorities
identified. [n this frst round, he said, he wanted to lay out the issues.

Council President Bragdon said he would like to work with Mr. Stringer on identifying the
process for presenting this program budget to the Council.
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Councilor Hosticka said he thought the process laid out by Mr. Stringer was good, but that at
some point the Council would need help from the Finance staff, because it would, at some point,
need an independent review (separate from the departments advocating for their own programs),
because some tough choices would have to be made.

Councilor Park said that staff talked about policy choices and how to address the "slowly sinking
ship." He would be challenging staff to see how Metro could operate within the black. He said
that he felt the Council needed to be looking at all the departments carefully, just as they were '

doing with the Zoo.

Councilor Mclain asked for some clarification from Mr. Stringer on the process, especially in
regards to perfecting the Metro model of operation. She did not understand how he plarured to tie
the strategic plan goals to status quo revenue.

Mr. Jordan responded and said that Mr. Stringer did not mean to imply that this discussion was
revenue neutral. If the Council decided that Metro would require more funds, then they would
have the option later of making that choice. At some point, the Council would be asked to balance
the programs and revenue streams and thereby make choices. This process was better than what
had been done before, in part because, it much more tedious and tough. He said that by tearing
the budget apart by activities, it allowed the Council to not only decide what to keep and discard,
but also to redesign the process and budget.

Councilor Hosticka said he thought that there were synergies across departments that would show
up in the process that would not have shown up in the old department-by-department process. He
expressed his hope that the staff could redesign the whole agency and not just one department at a
time.

Councilor Burkholder emphasized that it was indeed a process, in which he was still learning. He
used a metaphor of writing a paper. He felt the Council was now writing the table of contents, to
set the general form. He asked for patience with the process. The Council should not be worried
about punctuation at this point. He said that he also was still learning what the best way to do the
process in order to accomplish Metro's goals.

Council President Bragdon said they would have another budget meeting next week (October 14,
2004) with the focus on the Parks and Planning departments.

12. ADJOI.JRN

There being no further business to come before the Metro Council, Council President Bragdon
adjoumed the meeting at 4:50 p.m.

Prepared by

Chris Billington
Clerk of the Council
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ATTACHMENTS TO THE PUBLIC RECORD FOR THE MEETING OF OCTOBER 7.

2004

Item Topic Doc Date Document Description Doc. Number
J Year-End

Report
FY 2002-

03
To: Metro Council From: Lorna Stickel,
Regional Water Providers Consortium
Re: Year-End Report for FY 2002-03

100704c-01

J Power Point t0l7l04 To: Metro Council From: Lorna Stickel,
Regional Water Providers Consortium

Re: Power Point presentation on
Regional Water Providers Consortium

IGA amendments

100704c-02

J Power Point September
2004

To: Metro Council From: Lorna Stickel,
Regional Water Providers Consortium

Re: Power Point presentation on
Regional Water Supply Plan Update

Draft September 2004

100704c-03

J Plan Draft
Update

September
2004

To: Metro Council From: Lorna Stickel,
Regional Water Providers Consortium
Re: Regional Water Supply Plan Draft

Update September 2004

I 00704c-04

8.1 [,etter t0l7l04 To: Metro Council From: Judy
Crockett, City of Portland Office of

Sustainable Development

I 00704c-05

8.1 Email 10t6t04 To: Jennifer Erickson, Solid Waste and
Recycling Department From: Rick
Sadle, Salvador Molly's Re: Email
supporting food waste composting

program

100704c-06

4 Power Point 10l7l04 To: Metro Council From: Susan
Thoman, Cedar Grove Composting Re:

Power Point Presentation on Cedar
Grove Composting Facility

100704-07



Management of Relationship
with Oregon Zoo Foundation
Needs lmprovement
September 2004

Metro Auditor
Alexis Dow, CPA \
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Gomponents of Management Gontrol
in the COSO Framework

to address risks

,;

T



Controls Needed to Better
Manage Relationship

regs and Ethics Code
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Overview of Problem Areas ldentified
x Zoo revenue improperly shifted to Foundation

* Zoo not adequately compensated by
Membership Program

* Foundation paid for unauthorized contracts

* Unethical conduct by Zoo Director

* Required reports not submitted to Council

* "ln-kind" purchases by Foundation not
reported

* Costs to support Foundation not reported
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Visibility and
control over
revenues

Contracting
practices
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flow
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Overview of Revenue Shift and lts
lmpact on Metro

Transferred
Zoo revenue

Net revenues transferred to Zoo,
recorded as a "donation"

Effect for Metro

Revenue paid
for lease and
butterfly
" livestock"
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Overview of Compensation Process
and lts Impact on Metro

Provides free entry
and other benefits

Buy memberships

Pays Zoo to compensate
for member benefits

Effect for Metro
F Zoo undercompensated about $650,000 annually

Zoo Foundation
Members

Foundation
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Overview of lmproper Contract Practice
and lts Impact on Metro

\-7

U nauthorized contracts

Funds not donated
(the proper process)

Paid for
contracts

Effect for Metro

Zoo Foundation
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Comparison of Zoo Director Conduct
to Metro Ethics Gode

Ethics Gode Provision Zoo Director's Gonduct

Officials must obey letter and
spirit of laws and regulations

Knowingly violated Metro contracting
regulations

Officials should act within their
decision making authority

Exceeded authority - directed
Construction Manager to enter into
unauthorized contracts

Administrators must implement
Metro policies regardless of
personal views
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Knowingly violated contract regs - in
his personal view following them
would make it difficult to build facility

---.dtr



Overview of Required Information Not
Provided and lts lmpact on Metro

\-7
Required information
not provided
. Proposed budget
. Annual report

Effect for Metro Council & Top Manaqement

initiatives for coming year

past year

Foundation
Gouncil
Metro
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Other Matters Not Accounted For

Foundation

. Veterinary supplies and equipment

. Simulator lease

. Oth er ???

Effect for Metro

. Condor breeding facility contracts, Simulator lease

,Zoo expenses/ Foundation donations understated
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Other Matters Not Accounted For

MetrolZoo

, Zoo space, heat, power, water
, Zoo statf sell llS of Foundation memberships
. lT and Benefit programs support
. Other???

Effect for Metro

. Not tracked and reported

. Not subjected to oversight
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Gontrols Needed to Better
Manage Relationship

contracting regulations and Ethics Code
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Summ ary of Accou ntabil ity
Provisions in Agreement E

*,
Performance

measurement?
Financial

procedures?
Reporting

requirements?Duty
Duty

described?
Roles and

responsibilities?

NOFundraising NO NO NO NO

NO NO NO YES NO ,l
Membership

Program

NO 4NO
-4

Community
Support

NO NO NO

NO
Volunteer
Promotion

NO NO NO NO

NO NO NO
Other

Services
NO NO



Monitoring Needed

. Assures compliance with Agreement

. llflitigates risks of Zoo Director serving as Foundation
Executive Director

, Zoo Director responsible, but not independent
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Management of Relationship
with Oregon Zoo Foundation
Needs lmprovement

Questions?

Reports can be viewed at:
www. metro-reg i o n . o rgl au d itor
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Fraud as Defi ned by SAS 99

the financial statements that are the subject of an
audit
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The Fraud Triangle

lncentive

Opportunity Rationalization
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ldentifying Fraud Risks

fraud occurs

' Type. Significance. Likelihood. Pervasiveness

Y Always consider management's ability to override
controls
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Launderi nq as Defi ned by Merriam-Webster

through an outside party to conceal the true source
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Malfeasance as Defined by Merriam-Webster
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Management's Responsibil ity

high ethical standards

and detect fraud
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What is a green trail?

adverse environmental
impacts

with good drainage
capability

subgrade, base and
surface components
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Guidebook Purpose

>Provides guidelines
on green trails to park
planners, watershed
groups and friends
groups

FGathers state of the
green trail knowledge
into one published
document. :$. .&&
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Regional Trail System
,
t

I
I
I
I
I

,
ta- 

--/

1
,
I

It
wetslLinn r

I

i

I

\\rt-l- - t la

I
I
I
I
I

-*-tl
\

I

t
t

t
t
I

f t
I
I
I

\ -.\\
,rill"

-, 
ta

a

I
,

uvOr

Portland

Milwau e

dt?'-4I
t\- l

North
Plains.. ----a--z*-**\,\/

I I

" 1_. rr:i--!
l
,t( ---t

''--.l

Cam

irvi

I
-r;l-'

-}--_

-:b:.=

Y'

i
+--,
.!rn ,

Fo?os*
Grove

Hillsbo

I

7IY-Oil'i'a*rb
ro a-l_l-7l_*

-/

.t
i
I
!

L

GreI

I
i
I

I
-1

.F:
Be{ve

I
I

Sherrnlood
__.,_ _ I

ll

\

I
I

,'r
,_,.7t

,
\

)
J
tiVsrEtl--i

i,_..
I
,
I

Tig
Kinocirf

I
I

I
I
!

I

I
I

\Tual
I

t

I
gon t

t
t

ir
I

ity

iWilsonville '.
I -'---r---r-

Regional Trails

- 
Exlsllng

- - - Proposed

- 
Waler

- 
Existlng lnler-Regiond Trail

- - -' Proposed lnler-Reglonal Trall

- - - Proposed Greenway Corrldor
ExrstLng Public Parks and Opon Space

Urban growth boundary

Concept Map

I

I
I
I
t

I

I
!
I

,,

t



I
*.8

Fo*t

*{

ffi*

lq..,'TTlr--i

Ir

A

\

t

c, 4?.
,<

7r' rl ffiL
t

tr*\

j't
Lt

ffi

,

.l
Et 7

I

L-.:r

I

\I
F$---.ral -A- L* T

i
n

q.*.{,h
,,,* { ryf,b

t i

J F
TI L-,*,,

I



G u idebook Organ ization
E It1 IL

,/!

li-r J I

I
I

+

t

t
I

a

I



First Steps

levels of use

planning team.

opportunities and challenges

constraints

and cost estimates

requirements
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Natu ral Resou rce Assessment

urban or natural setting

management plans

comprehensive plans

wildlife habitats
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Natu ral Resou rce Assessment

hydrology

restoration

i nterpretive opportu n ities
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Green Trail Planning

habitat areas

or informal corridors

habitat edges to
m i ni mize fragmentation
and maintain habitat
connectivity

terrain
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M i n imize Adverse lmpacts

sensitive habitats

SGTEENS

schedule trail closures or
work windows for
sensitive species

fords, bog-bridges,
causeways, boardwalks
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Environmental Permits

NOAA Fisheries and
US Fish Wildlife Service

Lands, Oregon Dept. of
Environmental Quality
(Section 404 and 4011
Oregon Dept. of Fish and
Wildlife, Oregon Water
Resources Dept.
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Recommended Trai I Materials

bark, wood chips, pea grave!,
crushed aggregate

concrete

widths in sensitive areas



Recommended
Construction Practices

of bid items, pre-qualified
designers

management

windows, duration, seguence
and phasing
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Next Steps
.lt.:at

t

...?,

!r
*.

{

;'In rb ti'qn'

{p.j \
a

'3r r.":f
r,t

€
t

fi

fl
L

.*,

tq

t -'?a)F,
,:

JI
I Y



Acknowledgements
Technica! Team
! Jennifer Budhabhatti, Project Manager
r Don BaacK, Southwest Trail Group
r Greg Everhart, Portland Parks and Recreation
r Lisa HamerlynGk, City of Lake Oswego
r Mel Huie, Metro
r Sean Loughran, Oregon Parks and Recreation
r Julie Reilly, Tualatin Hills Park and Recreation
r Jennifer Thompson, US Fish and Wildlife Service
Consultant
r Marty Mitchell, Glear Water West, lnc.



D

www.metro-region.org

PEOPLE PLACES . OPEN SPACES 
I



Clackamas River, Parson's Site
Off-Channel Fish Rearing Habitat Project
OrryunWildlik

@ M ETRO
PECPLE PLACE5. OPEN SPACES

/Portland
\/€\

6enerallectric

fcElerem

$
\\i\

t
\

\

& Wlldllfe

inter.fluve, inc. September 2004

:

\

:Te.*.vnt*

ti ' \#.G.

H



Site Location and Overview
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o Create off-channel,
cool water rearing
and refuge habitat for
juvenile salmonids I
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Overview
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Overview
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PIan and Profi le
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Channel Cross Sections
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High-Flow Ghannel

Before After
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High-Flow Channel

Log jam construction
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High-Flow Channel

Channel construction and large woody debris installations

--ii

I

!

T.



High-Flow Channel
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High-Flow Channel
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Hi h-Flow Channel

Log Jam
Entrance to High-flow Channe!
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Hig h-Flow Channel
I h*'

*t
'at,"
rl

:t-.*;.

{
1

I
I

- l- '. .: 1

t*s.

E
Fft

!.r.

q.*--
er. t* *.

a



High-Flow Channel



High-Flow Channel
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High-Flow Channel
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High-Flow Channel
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Groundwater Channel

Before After
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Groundwater Channel



Groundwater Channel
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Groundwater Channel
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Groundwater Channel
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Benefits to Fish
Habitat characteristics

Depth - suitable for juvenile rearing
Water velocity -suitable for juvenile rearing
Gover - Large woody debris, overhanging vegetation
Temperature - groundwater would be helpful

o

O

Steelhead & Coho

Chinook
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Benefits to Fish
o Habitat characteristics

25
inter.fl uve, inc.

;'it *; .f
'/

l

Et

r

a

;* d



Benefits to Fish
Juvenile life stage habitat elements

r Suitable rearing habitat is
species and age specific

r Riffles, pools, sloughs
r Seasonal differences

r Seasonal migratory passage
requirements, upstream and
downstream travel
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Benefits to Fish
a Adult life stage habitat elements

r Varies by life-history and species - streams, Iakes

r Seasonal migratory passage requirements

I Most species utilize pool tailouts or riffles for spawningI Timing of migration and spawning variable within and
among species
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