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M E M O R A N D U M 
 

GOVERNMENT AUDIT AND OVERSIGHT COMMITTEE 
 

SAN FRANCISCO BOARD OF SUPERVISORS 
 
 
TO:  Supervisor Norman Yee, Chair 
  Government Audit and Oversight Committee 
 
FROM:  Erica Major, Assistant Committee Clerk 
 
DATE:  October 5, 2015 
 
SUBJECT: COMMITTEE REPORT, BOARD MEETING 
  Tuesday, October 6, 2015 
 
The following file should be presented as a COMMITTEE REPORT at the Board meeting, 
Tuesday, October 6, 2015.  This item was acted upon at the Government Audit and Oversight 
Committee Meeting on October 1, 2015 at 10:30 a.m., by the votes indicated. 
 

Item No. 41  File No. 150607 
 

Resolution responding to the Presiding Judge of the Superior Court on the 
findings and recommendations contained in the 2014-2015 Civil Grand Jury 
Report, entitled “San Francisco’s City Construction Program: It Needs 
Work;” and urging the Mayor to cause the implementation of accepted 
findings and recommendations through his/her department heads and 
through the development of the annual budget. 
 
AMENDED, AMENDMENT OF THE WHOLE BEARING SAME TITLE 

 
 Vote: Supervisor Norman Yee - Aye 
  Supervisor London Breed - Aye  
  Supervisor Mark Farrell - Excused 
  Supervisor Julie Christensen - Excused 
 

RECOMMENDED AS AMENDED AS A COMMITTEE REPORT 
 
 Vote: Supervisor Norman Yee - Aye 
  Supervisor London Breed - Aye  
  Supervisor Mark Farrell - Excused 
  Supervisor Julie Christensen - Excused 
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cc: Board of Supervisors 
 Angela Calvillo, Clerk of the Board 
 Rick Caldeira, Legislative Deputy Director 
 Jon Givner, Deputy City Attorney 
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AMENDED IN COMMITTEE 
FILE NO. 150607 10/01/2015 RESOLUTION NO. 

[Board Response - Civil Grand Jury - San Francisco's City Construction Program: It Needs 
Work] 

Resolution responding to the Presiding Judge of the Superior Court on the findings 

and recommendations contained in the 2014-2015 Civil Grand Jury Report, entitled 

"San Francisco's City Construction Program: It Needs Work"; and urging the Mayor to 

cause the implementation of accepted findings and recommendations through his/her 

department heads and through the development of the annual budget. 

9 WHEREAS, Under California Penal Code, Section 933 et seq., the Board of 

10 Supervisors must respond, within 90 days of receipt, to the Presiding Judge of the Superior 

11 Court on the findings and recommendations contained in Civil Grand Jury Reports; and 

12 WHEREAS, In accordance with California Penal Code, Section 933.05(c), if a finding or 

13 recommendation of the Civil Grand Jury addresses budgetary or personnel matters of a 

14 county agency or a department headed by an elected officer, the agency or department head 

15 and the Board of Supervisors shall respond if requested by the Civil Grand Jury, but the 

16 response of the Board of Supervisors shall address only budgetary or personnel matters over 

17 which it has some decision making authority; and 

18 WHEREAS, Under San Francisco Administrative Code, Section 2.1 O(a), the Board of 

19 Supervisors must conduct a public hearing by a committee to consider a final report of the 

20 findings and recommendations submitted, and notify the current foreperson and immediate 

21 past foreperson of the civil grand jury when such hearing is scheduled; and 

22 WHEREAS, In accordance with San Francisco Administrative Code, Section 2.1 O(b), 

23 the Controller must report to the Board of Supervisors on the implementation of 

24 recommendations that pertain to fiscal matters that were considered at a public hearing held 

25 by a Board of Supervisors Committee; and 

Clerk of the Board 
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1 WHEREAS, The 2014-2015 Civil Grand Jury Report entitled "San Francisco's City 

2 Construction Program: It Needs Work" (Report) is on file with the Clerk of the Board of 

3 Supervisors in File No. 150607, which is hereby declared to be a part of this resolution as if 

4 set forth fully herein; and 

5 WHEREAS, The Civil Grand Jury has requested that the Board of Supervisors respond 

6 to Finding Nos. 2, 3, 4, 5, 6, 7, 8, and 9, as well as Recommendation Nos. 2, 3, 4, 5, 6, 7, 8, 

7 and 9 contained in the subject Civil Grand Jury report; and 

8 WHEREAS, Finding No. 2 states: "The current lowest bid-contracting environment is 

9 not optimal for the City, since .it increases costs due to additional project change orders, and it 

1 O reduces the number of quality contractors willing to bid on City projects;" and 

11 WHEREAS, Finding No. 3 states: "The complexity of the contracting environment, 

12 especially as it relates to [Local Business Enterprises] (LBEs), reduces the pool of contractors 

13 willing to do business with the City, thereby limiting vendor selection;" and 

14 WHEREAS, Finding No. 4 states: "Change orders are not managed uniformly across 

15 departments, which exposes the City to increased project costs;" and 

16 WHEREAS, Finding No. 5 states: "Construction contract close out procedures are not 

17 followed, which can result in the City not receiving the services it contracted to receive;" and 

18 WHEREAS, Finding No. 6 states: "The variety of construction projects in the City 

19 creates a mismatch between the design and engineering skills required for current projects 

20 and the skills of the staff, resulting in duplicate labor costs when outside firms are retained 

21 and excess capacity when there is a decline in construction activity;" and 

22 WHEREAS, Finding No. 7 states: "The lack of integrated construction management 

23 systems and the failure to follow centralized construction management policies and 

24 procedures prevents the City from generating citywide construction reports;" and 

25 

Clerk of the Board 
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1 WHEREAS, Finding No. 8 states: "The City does not have an independent 

2 management group reviewing citywide construction performance reports and monitoring 

3 adherence to change orders and construction contract close out policies and procedures;" and 

4 WHEREAS, Finding No. 9 states: "San Francisco City departments do not issue final 

5 reports on construction projects that are readily available to its citizens;" and 

6 WHEREAS, Recommendation No. 2 states: "The [Board of Supervisors] (BOS) should 

7 amend Chapter 6 of the Administrative Code to require contractor performance as an 

8 additional criterion for construction contracts;" and 

9 WHEREAS, Recommendation No. 3 states: "The [Civil Grand Jury] (CGJ) recommends 

10 that the proposed Chapter 6 amendment make past performance a construction award 

11 criterion for all future City construction contracts including LBE subcontracts;" and 

12 WHEREAS, Recommendation No. 4 states: "The Office of the Controller should 

13 implement a standardized change order management policy and require all City departments 

14 to adhere to any new change order policy;" and 

15 WHEREAS, Recommendation No. 5 states: "The Office of the Controller should 

16 implement a standardized construction contract closeout policy and ·require all City 

17 departments to adhere to any new policy;" and 

18 WHEREAS, Recommendation No. 6 states: "The BOS should request the [Budget and 

19 Legislative Analyst] (BLA) or [City Services Auditor] (CSA) to benchmark the City's design and 

20 engineering workforce organizational structure against comparable cities and issue a report;" 

21 and 

22 WHEREAS, Recommendation No. 7 states: "The Mayor should allocate financial 

23 resources in the current City budget to fund the Department of Technology hiring a consulting 

24 firm with extensive construction management expertise to develop citywide system 

25 requirements for the implementation of a construction management system;" and 

Clerk of the Board 
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1 WHEREAS, Recommendation No. 8 states: "The BOS should either request the CSA 

2 or BLA, or retain an outside firm, to benchmark the independent construction r:nanagement 

3 structure of other cities and develop recommendations applicable to San Francisco;" and 

4 WHEREAS, Recommendation No. 9 states: "The BOS should require all City 

5 departments to issue final project construction reports within nine months of project 

6 completion for all construction projects and for the reports to be posted on each department's 

7 website;" and 

8 WHEREAS, In accordance with California Penal Code Section 933.05(c), the Board of 

9 Supervisors must respond, within 90 days of receipt, to the Presiding Judge of the Superior 

1 O Court on Finding Nos. 2, 3, 4, 5, 6, 7, 8, 9, as well as Recommendation Nos. 2, 3, 4, 5, 6, 7, 8, 

11 9 contained in the subject Civil Grand Jury report; now, therefore, be it 

12 RESOLVED, That the Board of Supervisors reports that they disagree partially with 

13 Finding No. 2 for reasons as follows: The City has to balance its responsibility to the 

14 taxpayers with a clear timeline and stricter oversight on project delivery and cost control; and, 

15 be it 

16 FURTHER RESOLVED, That the Board of Supervisors reports that they disagree 

17 partially with Finding No. 3 for reasons as follows: The Board of Supervisors passed 

18 Legislation amending Chapter 6 of the Administrative Code which took effect August 1, 2015. 

19 These changes, among other things, incorporate some industry best practices and therefore 

20 are more likely to attract contractors familiar with the most recent industry innovations, 

21 allowing us to grow our contractor pool and better serve the Public; and, be it 

22 FURTHER RESOLVED, That the Board of Supervisors reports that they disagree 

23 partially with Finding No. 4 for reasons as follows: Though departments need to abide by their 

24 respective change order policies, having a uniform change order management policy is not 

25 practical given the differing project types and project delivery methods citywide; and, be it 

Clerk of the Board 
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1 FURTHER RESOLVED, That the Board of Supervisors reports that they agree with 

2 Finding No. 5 for reasons as follows: When the Controller's City Services Auditor (CSA) 

3 conducted an audit of the closeout procedures it found a number of shortcomings including 

4 lack of sufficient documentation, adequate review or verification, and adherence to existing 

5 policies and procedures; and, be it 

6 FURTHER RESOLVED, That the Board of Supervisors reports that they disagree 

7 partially with Finding No. 6 for reasons as follows: In addition to the wide variety of skills the 

8 department has in-house, the use of consultants gives the department flexibility to meet the 

9 needs of other departments and meet peak demands without the need to increase its staff, 

1 O departmental budgets and overall project costs; and, be it 

11 FURTHER RESOLVED, That the Board of Supervisors reports that they disagree 

12 partially with Finding No. 7 for reasons as follows: The Civil Grand Jury is correct that there is 

13 not an integrated citywide construction management system. However the Board of 

14 Supervisors is represented on the Capital Planning Committee and appoints members to the 

15 General Obligation and Revenue Bond Oversight Committees which all review and monitor 

16 activities related to construction and capital projects; and, be it 

17 FURTHER RESOLVED, That the Board of Supervisors reports that they disagree 

18 partially with Finding No. 8 for reasons as follows: The Jury is correct that there is not an 

19 independent management group that monitors construction; However the Board of 

20 Supervisors is represented on the Capital Planning Committee which monitors and prioritizes 

21 infrastructure investments. In addition, the Board with their independent Budget and 

22 Legislative Analyst's office regularly analyzes construction performance. Finally the CSA on a 

23 quarterly basis presents an update on the implementation of their audits to the Government 

24 Audit and Oversight Committee; and, be it 

25 
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1 FURTHER RESOLVED, That the Board of Supervisors reports that they agree with 

2 Finding No. 9 for reasons as follows: While some reports are posted online and publicly 

3 available, City departments do not issue final reports when construction projects are 

4 completed; and, be it 

5 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

6 No. 2 will not be implemented: The Board cannot commit to timing or outcome of future 

7 legislation; and, be it 

8 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

9 No. 3 will not be implemented for reasons as follows: The Board cannot commit to timing or 

10 outcome of future legislation and, be it 

11 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

12 No. 4 will not be implemented because it is not warranted for reasons as follows: Given the 

13 wide variety of project types, sizes, budgets, and complexity undertaken by the Chapter 6 

14 departments, a "one size fits all" approach is not in accordance with best practices; and, be it 

15 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

16 No. 5 will not be implemented for reasons as follows: Although the Board of Supervisors 

17 supports the recommendation, it is not within the jurisdiction of the Board; and, be it 

18 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

19 No. 6 requires further analysis for reasons as follows: A benchmarking analysis could provide 

20 important and helpful insight into best practices for how to improve the organizational 

21 structure of the City's design and engineering workforce, and merits further consideration. The 

22 Board of Supervisors will confer with their independent Budget and Legislative Analyst's office 

23 to assess how to best address this recommendation by January 2016; and, be it 

24 

25 

Clerk of the Board 
BOARD OF SUPERVISORS Page 6 



1 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

2 No. 7 will not be implemented for reasons as follows: Although the Board of Supervisors 

3 supports the recommendation, it is not within the jurisdiction of the Board; and, be it 

4 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

5 No. 8 requires further analysis for reasons as follows: This recommendation overlaps with 

6 recent and existing work of a workgroup of Chapter 6 departments. Legislation modernizing 

7 Chapter 6 went into effect August 1, 2015 after more than a year of collaboration. The next 

8 round of changes, including a shared database to track contractor performance, is being 

9 discussed now with a goal of implementation by Summer 2016. The Board of Supervisors will 

1 O confer with their independent Budget and Legislative Analyst's office to assess how to best 

11 address this recommendation by January 2016; and, be it 

12 FURTHER RESOLVED, That the Board of Supervisors reports that Recommendation 

13 No. 9 requires further analysis for reasons as follows: This recommendation will be revisited 

14 by the Board of Supervisors by January 2016 as part of the ones being considered when 

15 further amendments to Chapter 6 of the Administrative Code are brought forward; and, be it 

16 FURTHER RESOLVED, That the Board of Supervisors urges the Mayor to cause the 

17 implementation of accepted findings and recommendations through his/her department heads 

18 and through the development of the annual budget. 

19 

20 

21 

22 

23 

24 

25 
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Member, Board of Supervisors 
District 7 

City and County of San Francisco <g?~ 

NORMAN YEE 

DATE: 9/24/2015 
(_,";," 

- ·1, 

TO: i :~·, Angela Calvillo 
Clerk of the Board of Supervisors 

'i, 
! 

!~ .. , ... 
·~ .. ··.··::. '.~ ... 

1 ,...... ...:~·:~ 
l --

FROM: SupervisorYee .Aj 
RE: 

Chairperson V 

Government Audit and versight Committee 
COMMITTEE REPORTS 

Pursuant to Board Rule 4.20, as Chair of the Government Audit and Oversight Committee, I have deemed 
the following matters are of an urgent nature and request they be considered by the full Board on October 
6, 2015, as Committee Reports: 

150605 Board Response- Civil Grand Jury- CleanPowerSF At Long Last 

Resolution responding to the Presiding Judge of the Superior Court on the findings and 
recommendations contained in the 2014-2015 Civil Grand Jury Report, entitled "CleanPower At 
Long Last;" and urging the Mayor to cause the implementation of accepted findings and 
recommendations through his/her department heads and through the development of the annual· 
budget. 

150607 Board Response - Civil Grand Jury- San Francisco's City Construction 
Program: It Needs Work 

Resolution responding to the Presiding Judge of the Superior Court on the findings and 
recommendations contained in the 2014-2015 Civil Grand Jury Report, entitled "San Francisco's 
City Construction Program: It Needs Work;" and urging the Mayor to cause the implementation 
of accepted findings and recommendations through his/her department heads and through the 
development of the annual budget. 

150872 A.dministrative Code - Updating Job Classifications and Bargaining Units 

Ordinance amending the Administrative Code to reflect changes in job classifications and 
bargaining units. 

These matters will be heard in the Government Audit and Oversight Committee on.October 1, 2015, at 
10:30 a.m. 

City Hall• 1 Dr. Carlton B. Goodlett Place• Room 244 •San Francisco, California 94102-4689 • (415) 554-6516 
Fax (415) 554-6546 •TDD/TTY (415) 554-5227 •Email: Norman.Yee@sfgov.org 

• l ~·-. ' 



BOARD of SUPERVISORS 

DATE: September 17, 2015 

TO: Members of the Board of Supervisors 

City Hall 
1 Dr. Carlton B. Goodlett Place, Room 244 

San Francisco 94102-4689 
Tel. No. 554-5184 
Fax No. 554-5163 

TDD/TTY No. 544-5227 

SUBJECT: 2014-2015 Civil Grand Jury Report "San Francisco's City Construction 
·Program: It Needs Work" 

We are in receipt of the following required responses to the San Francisco Civil Grand 
Jury report released July 16, 2015, entitled: San Francisco's City Construction Program: 
It Needs Work. Pursuant to California Penal Code, Sections 933 and 933.05, the City 
Departments shall respond to the report within 60 days of receipt, or no later than 
September 14, 2015. 

For each finding the Department response shall: 
1) agree with the finding; or 
2) disagree with it, wholly or partially, and explain why. 

As to each recommendation the Department shall report that: 
1) the recommendation has been implemented, with a summary explanation of 

how; 
2) the recommendation has not been implemented, but will be within a set 

timeframe as provided; 
3) the recommendation requires further analysis and define what additional 

study is needed, the Grand Jury expects a progress report within six months 
from the publication of the Report; or 

4) the recommendation will not be implemented because it is not warranted or 
reasonable, with an explanation of why. 

The Civil Grand Jury Report identified the following City Departments to submit 
responses (attached): 

• Mayor's Office (consolidated response) 
Received September 14, 2015, for Findings 3 through 9 and 
Recommendations 2 through 9 

• Office of the Controller (consolidated response) 
Received September 14, 2015, for Findings 4 through 9 and 
Recommendations 4 through 9 

• Public Works (consolidated response) 
Received September 14, 2015, for Findings 6 and 7 and Recommendations 6. 
and 7 



San Francisco's City Construr~:,,n Program: It Needs Work 
September 17, 2015 
Page 2 

These departmental responses are being provided for your information, as received, 
and may not conform to the parameters stated in California Penal Code, Section 933.05 
et seq. The Government Audit and Oversight Committee will consider the subject 
report, along with the responses, at an upcoming hearing and will prepare the Board's 
official response by Resolution for the full Board's consideration. 

c: 
Honorable John K. Stewart, Presiding Judge 
Jay Cunningham, 2015-2016 San Francisco Civil Grand Jury 
Alison Scott, 2015-2016 San Francisco Civil Grand Jury 
Janice Pettey, 2014-2015 San Francisco Civil Grand Jury 
Philip Reed, 2014-2015 San Francisco Civil.Grand Jury 
Kate Howard, Mayor's Office 
Chris Simi, Mayor's Office 
Ben Rosenfield, Office of the Controller 
Todd Rydstrom, Office of the Controller 
Mohammed Nuru, Public Works 
Frank Lee, Public Works 
Jon Givner, Deputy City Attorney 
Rick Caldeira, Legislative Deputy 
Severin Campbell, Budget and Legislative Analyst 
Debra Newman, Budget and Legislative Analyst 
Jadie Wasilco, Budget and Legislative Analyst 



Major, Erica (BOS) 

From: 
Sent: 
To: 
Cc: 

Subject: 

Attachments: 

Supervisors: 

Major, Erica (BOS) 
Thursday, September 17, 2015 3:37 PM 
BOS-Supervisors 
BOS-Legislative 
Aideshttps://outlook.office365.com/ecp/UsersGroups/EditDistributionGroup.aspx?reqld= 
1441732280579&pwmcid=5&ReturnObjectType=1 &id=e461 de0a-e6fa-453b-849b-
ab 7bfda77739#; jcunningham@sfcgj.org; ascott@sfcgj.org; Janice Pettey; Philip Reed; 
Howard, Kate (MYR); Simi, Chris (MYR); Rosenfield, Ben (CON); Rydstrom, Todd (CON); 
Nuru, Mohammed (DPW); Lee, Frank (DPW); Givner, Jon (CAT); Caldeira, Rick (BOS); 
Campbell, Severin (BUD); Newman, Debra (BUD); Wasilco, Jadie (BUD); Steeves, Asja 
(CON) 
Civil Grand Jury 60-Day Response Receipt - San Francisco's City Construction Program: It 
Needs Work 
60 Day Memo Receipt - SF City Construction Program. finaldoc.pdf 

Please find the attached 60-day receipt from the Clerk of the Board documenting the required department responses for 
the Civil Grand Jury Report, "San Francisco's City Construction Program: It Needs Work." We will be working with 
Supervisor Yee's Office on a hearing date to be scheduled in the Government Audit and Oversight Committee. The 
departments included in the consolidated response are as follows: 

Best, 

Erica Major 

./ Mayor 

./ Office of the Controller 

./ Public Works 

Assistant Committee Clerk 
Board of Supervisors 
1 Dr. Carlton B. Goodlett Place, City Hall, Room 244 
San Francisco, CA 94102 
Phone: (415) 554-4441 I Fax: (415) 554-5163 
Erica.Major@sfgov.org I www.sfbos.org 

ii 
llfJ Click here to complete a Board of Supervisors Customer Service Satisfaction form. 

The Legislative Research Center provides 24-hour access to Board of Supervisors legislation, and archived matters since August 1998. 

Disclosures: Personal information that is provided in communications to the Board of Supervisors is subject to disclosure under the California Public Records Act and 
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying 
information when they communicate with the Board of Supervisors and its committees. All written or oral communications that members of the public submit to the 
Clerk's Office regarding pending legislation or hearings will be made available to all members of the public for inspection and copying. The Clerk's Office does not 
redact any information from these submissions. This means that personal information-including names, phone numbers, addresses and similar information that a 
member of the public elects to submit to the Board and its committees-may appear on the Board of Supervisors website or in other public documents that members 
of the public may inspect or copy. 
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OFFICE OF THE MAYOR 
SAN FRANCISCO 

September 14, 2015 

The Honorable John K. Stewart 
Presiding Judge 
Supe1ior Court of California, County of San Francisco 
400 McAllister Street 
San Francisco, CA 94102 

Dear Judge Stewart: 

EDWIN M. LEE 
MAYOR 

Pursuant to Penal Code sections 933 and 933.05, the following is in reply to the 2014-2015 Civil Orand Juty 
report, San Fm11cisco~· City Co11stn1ctio11 Program: It Needs ITYork. We would like to thank the members of the 
Civil Grand Ju1y for their .interest in the City's consttuction contracting and management practices. 

This is an area that the City has already begun to improve. In May 2014, the Office of the Controller's City 
Services Auditor (CSA), issued an audit entitled "Citywide Construction; Adopting Leading Practices Could 
Improve the City's Constrnction Contractor Bid Pool," which contained a numbet of improvements to 
citywide constmction contracting practices. In response to that report, CSA convened a work group to 
revise Chapter 6 of the Administrative Code, which governs construction contract 1nanagement. The fust 
set of changes was adopted by the Board of Supetvisors in June of this year. The work group continues to 
meet, and anticipates proposing additional amendments in the coming months. Improvements under 
consideration include development of a shared database to track contractor petfotlnance. 

Public Works is adopting its own changes, with the goal of developing improved construction contract 
1nanage1nent practices, which can then be introduced to the other City departments that undertake 
constrnction projects (Airport, Public Works, Port, Recreation and Park, SFMTA, and SFPUC). 

A detailed response from the Mayor's Office, the Controller's Office, and the Department of Public 
Works to the Civil Grand Jury's findings and recommendations follows. 

Thank you again fot the oppottunity to comment on this Civil Gtand Jiu:y tepott. 

Sincerely, 

Edwin M. Lee 
Mayor 

Mohammed Nutu 
Director, Public Wotks 

1 DR. CARLTON B. GOODLETI PLACE, ROOM 200 
SAN FRANCISCO, CALIFORNIA 94102-4681 

TELEPHONE: (415) 554-6141 

Controller 



Consolidated Response to the Civil Grand Jury- San Francisco's City Constrnction Program 
September 14, 2015 

Finding 3: The complexity of the contracting environment, especially as it relates to LBEs, reduces the 
pool of contractors willing to do business with the City, thereby limiting vendor selection. 

Disagree with finding, partially. The City's contracting process can be difficult for new entrants. 
However, the City continually strives to improve the quality of the bid pool-by attracting new contractors, 
improving existing contractors, and shoring up processes to minimize non-responsible/non-responsive bids. 
Effective August 1, 2015, Mayor Lee signed legislation including more than three dozen changes to Chapter 
6 of the City's Administrative Code. The changes are inten~ed to siinplify and streamline the process for 
both contractors and City employees. The changes incorporate some industty best practices because 
updated processes are more likely to attract contractors familiar with the most recent industry innovations, 
allowing our competitive process to better serve the public. 

Recommendation 3: The CGJ recommends that the proposed Chapter 6 amendment make past 
performance a constmction award criterion for all future City construction contracts including LBE 
subcontracts. 

The recommendation has not been, br1t will be, implemented it1 the future. The six Chapter 6 
departments (Airport, Public Works, Port, Recreation and Park, SFMTA, and SFPUC), are committed to 
improving the pool of contractors who bid on City construction projects. In conjunction with the City 
Attorney and the 0 ffice of the Controller, the Chapter 6 departments are actively working to revise Chapter 
6 to require performance evaluations and to devise procedures to consider past performance in contract 
awards. The departments are meeting regularly with a goal of presenting.amendments to the law and 
associated procesfies to the Board of Supenrisors in 2016. 

Finding 4: Change orders are not managed uniformly acro.ss departments, which exposes the City to 
increased project costs. 

Disagree with finding, partially. The jmy is correct that change orders are not managed uniformly across 
the City. As written, Chapter 6 of the Administrative Code provides for decentralized project management 
for the six departments it covers (the Airport, Public Works, the Port, Recreation and Park, SF Municipal 
Transportation Agency, and the SF Public Utilities Commission). Though departments need to abide by 
their respective change order policies, having a uniform ch~nge ordet management policy is not feasible 
given the differing project types and project delive1y methods citywide. While change orders are not 
managed uniformly across City departments, each department has its own procedures and controls in place, 
allowing for greater flexibility and specialization, commensurate with the various sizes and types of 
construction projects carded out by each department. 

Recommendation 4: The Office of the Controller should iinplement a standardized change order 
management policy and require all City departments to adhere to any new change order policy. 

The recomm~ndation will not be implemented becaus'e it is not warranted. The Office of the 
Controller, and specifically the City Services Auditor (CSA), audits and assesses departments' adherence to 
relevant construction policies and procedures citywide, and provides technical assistance to departments as 
needed. As presently written, the Administrative Code calls for a decentralized approach to constt·uction 
management for Chapter 6 depattments, leaving this authority with each department. This allows for a 
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Consolidated Response to the Civil Grand Ju1y- San Francisco's City Construction Program 
September 14, 2015 

segregation of duties between the Office of the Controller and the departments charged with construction 
management. 

Given the wide variety of project types, sizes, budgets, and complexity undertaken by the Chapter 6 
departments, a "one size fits all" approach is not in accordance with best practices. However, as 
reconu11ended by CSA's May 2014 audit of citywide construction practices, the Chapter 6 departments, in 
conjunction with CSA, are moving forward with amendments to the Administrative Code, including 
potential modifications related to change order inanagement policies. Public Works has a change order 
manage111ent tracking system. Change orders are tracked, categorized and regularly discussed in order to 
inform project management decisions. This system could be tailored to other Chapter 6 department's needs. 

Finding 5: Constrnction contract closeout procedures are not followed, which can result in the City not 
receiving the setvices it contracted to receive. 

Disagree with finding, partially. Contract closeout can vaty by project complexity and staff, and results 
vary depending on these and other fact-specific issues; a uniform constrnction contract closeout policy 
would not necessarily ensure that the City receives its contracted services. In all cases, however, the City 
strives to follow the most efficient and effective best practices to close out projects as promptly and cost
efficiently as possible. The City's use of the Controller's City Setviccs Auditor (CSA), in addition to other 
auditing mechanisms, ensures adherence to these best practices. Over the last three fiscal years, CSA has 
completed consttuction .contract closeout assessments invoJving all six Chaptet 6 departments. Based on tl1e 
results of these audits and assessments of various city departments' consttuction contract closeout 
procedures, and as noted in the Jmy's report, CSA found some ii1ternal control weaknesses related to the 
audited departments' closeout procedures, including lack of sufficient documentation, adequate review or 
verification, and adherence to existing policies and procedutes. CSA follows up on all open (unresolved) 
audit recommendations eve1y six months to ensure thatdepartinents have implemented corrective actions. 

Recommendation 5: The Office of the Conti:oller should implement a standardized construction contract 
closeout policy and require all City departments to adhere to any new policy. 

'The 1·ecommendation will not be implemented because it is not warranted. The Office of the 
Controller, and specifically the City Se1vices Auditor (CSA), conducts audits and assessments of 
departments' adherence to relevant constmction policies and procedures citywide, and provides technical 
assistance to departrnents as needed. As presently wtitten, however, the Administrative Code calls for a 
decentralized approach to construction management for Chapter 6 depattments, leaving this authority with 
each department. This allows for a segregation of duties between the Office of the Controller and the 
departments charged with construction management. 

Given the wide variety of project types, sizes, budgets, and complexity undertaken by the Chaptet 6 
departments, a "one size fits all" approach is not always in accordance with best practices. However, as 
reco1111nended by CSA's May 2014 audit of citywide construction practices, the Chapter 6 departments, in 
conjunction with CSA, ai:e moving fonvard with amendments to tl1e Administrative Code, including 
potential modifications related to constmction contract closeout policies. At tl1is time, Public Works is 
piloting new constiuction contract closeout procedures; if successful, this syste1n is designed to be shared 
witl1 the other Chapter 6 departments. 
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Finding 6: The variety of conshuction projects in the City creates a mismatch between the design and 
engineering skills required for current projects and the skills of the staff, resulting in duplicate labor costs 
when outside firms are retained and excess capacity when there is a decline in constrnction activity. 

Disagree with finding, partially. The City relies on Public Works to maintain a broad professional skillset 
across multiple engineering, atchitectural, and professional disciplines in order to perform a wide range of 
architectural, engineering, and construction services for many City agencies, including the Libra1y, SFPD, 
and SFFD. Accordingly, Public Works staff maintain an extensive range of in-ho1.;1se design and engineering 
skills. The use of consultants gives the department flexibility to meet the needs of client departments and 
meet peak demands without the need to increase its staff and overall project costs. 

Recommendation 6: The BOS should request the BLA or CSA to benchmark the City's design and 
engineering workforce o.rganizational shucture against comparable cities and issue a report. 

The recommendation requires further analysis. A benchmarking analysis could provide important and 
helpful insight into best practices for how to improve the.organizational stiuctute of the City's design and 
engineering workforce, and merits further consideration. As the Office of the Controller's City Services 
Auditor prepares its work plan, a benchmarking report will be considered, but must be weighed against 
other requests for that office's resources. The departments participating in this response defer to the Board 
of Supe1visors with respect to involvement of the Board's Legislative Analyst, and the Office of th~· 
Controller will consult with the Board tegarding which, if any, office performs the analysis. 

Finding 7: The lack of integrated coi1struction management systems and the failure to follow centralized 
constiuction management policies and procedures prevents the City from generating citywide conshuction 
reports. 

Disagree with finding, partially. The ]Ui"y is correct that there is not an integrated citywide conshuction 
management system. There has not, however, been a consistent finding of Chapter 6 departments failing to 
follow centralized construction management policies, as the report notes. In addition, the City has 
developed a coordinated capital planning and budgeting process to review and prioritize capital budget 
requests, coordinate funding sow:ces and uses, and provide. citywide policy analysis and reporting on 
interagency capital planning efforts. Oversight bodies, including general obligation and revenue bond 
ovetsight committees, as well as departmental commissions, routinely review and monitor activities related 
to the City1s capital and construction projects under their pu1view. 

Recommendation 7: The Mayor should allocate financial resources in the current City budget to fund the 
Department of Technology hiring a consulting firm with extensive construction management expertise to 
develop citywide system requirements for the implementation of a cons1:l1.ictio11 management system. 

MYR: The recommendation requires further analysis. The City's annual budget process begins in 
December of each year, and concludes in June the following year. As part of the Fiscal Years 2016~ 17 and 
20'17-lS budget process, Public Works, the Department of Technology, and the Mayor1s Office will 
consider the inclusion of financial resources to fund a consultant to meet the vision of the Jury. Any request, 
however, must be weighed against other citywide funding requests, so funding cannot be guaranteed at this 
time. 
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Finding 8: The City does not have an independent management group reviewing citywide constluction 
performance reports and monitoring adherence to change orders and constrnction contract closeout policies 
and procedures. 

Disagree with finding, partially. The Jmy is correct that there is not an independent management group 
that monitors consttuction; instead, the City has numerous independent management gtoups. The Capital 
Planning Committee, a public decision-making body that monitors, crafts, and recommends policies related 
to infrastructure investments, is the lead in this area. Construction contracts and projects are further 
reviewed by various bodies, most notably, department commissions, the Budget and Legislative Analyst, and 
the Office of the Controller. Further, the Board of Supervisors may exercise its authority to hold hearings 
related to specific projects or contracts, or general construction closeout procedures and trends. 

In addition, in its capacity as the City's auditing body for contr~cts, CSA has found in previous audits and 
assessments of various City departments' change order management and closeout policies and procedures 
that some internal control weaknesses exist. Evety six months, CSA follows up on all (open) unresolved 
audit recommendations at a hearing at the Board of Supervisors' Government Auditii-ig and Oversight 
(GAO) Com1nittee; all departments in question are required to publicly present updates and progress 
reports at these hearings. 

Recommendation 8: The BOS should either request the CSA or BLA, or retain an outside firm, to 
benchmark the independent construction management structure of other cities and develop 
recommendations applicable to San Francisco. 

The recommendation requires further analysis. This recommendation overlaps with recent and existing 
work of a. workgroup of Chaptet 6 departments. Legislation modernizing Chaptet 6 went into effect August 
1, 2015 after more than a year of collaboration. The next round of changes, including a shared database to 
track contractor performance, is being discussed now with a goal of i.tnple1nentation by sutnh1er 2016. 

However, a benchmarking analysis could provide important and helpful insight into best practices for how 
to improve the City's independent constluction management sttuctute, and will be consideted. As the 
Office of the Controller's City Services Auditor prepares its work plan going forward, a benchmarking 
report will be considered, but must be weighed against other requests for that office's resomces. The 
depattments participating in this response defet to the Board of Supervisors with respect to involvement of 
the Board's Legislative Analyst, and the Office of the Cont±oller will consult with the Board regarding 
which, if any, office petforms the analysis. 

Finding 9: San Francisco City departments do not issue final reports on construction projects that are 
readily available to its citizens. 

Disagree with finding, partially. The Juiy is correct that City departments do not issue final reports on all 
construction projects when complete. City departments do, however, report on projects-especially those 
funded via the General Obligation bond program, which includes mandatoty reporting procedures before, 
during, and after constmction. In addition, Chapter 6 departments must prepare Closeout and acceptance 
documents that must be executed per Ad1ninistrative Code Section 6.22(k). All reports prepared under these 
regulations are posted onlinc and publicly available. ' 
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Recommendation 9: The BOS should require all City departments to issue final project construction 
reports within nine months of project co111pletion for all construction projects and for the reports to be 
posted on each department's website. 

This recommendation will not be implemented because it is not warranted. This recommendation is 
directed specifically to the Board of Supetvisots. However, the responding departments welcome further 
discussion regarding final construction reports should the Board of Supetvisors choose to pursue this 
recommendation. It should be noted, howevet, that pertinent budget and schedule information is provided 
in various forms to staff and oversight bodies. As pet Administrative Code Section 6.22Qc), Chapter 6 
departments must prepare and execute closeout and acceptance docrnnents. Upon presentation to oversight 
bodies (including the Citizens' General Obligation Bond Oversight Cotnmittee, the Recreation & Park 
Commission, Port Commission, Aitport Commission, Public Utilities Commission, and the Municipal 
Transportation Agency Board of Directors), this information is posted online and made available to the 
public. 
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Major, Erica (BOS) 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attach men ts: 

All, 

Major, Erica (BOS) 
Wednesday, July 22, 2015 5:01 PM 
'Philip Reed'; 'janice.sfgj@gmail.com'; Steeves, Asja (CON) 
Calvillo, Angela (BOS); Somera, Alisa (BOS); Caldeira, Rick (BOS) 
Civil Grand Jury Report Request 
Re: 2014-15 Civil Grand Jury Report, Advance Copy Distribution, "CleanPowerSF: At Long 
Last" 

Pursuant to the Clerk of the Board's previous direction (via email on July 15th) we request going forward that 
Civil Grand Jury Reports come directly from the Civil Grand Jury (e.g., Foreperson, Foreperson Pro Tern), with a 
cover letter addressed to either the Clerk of the Board or the Board of Supervisors as a whole, and delivered 
to the Clerk of the Board by the Civil Grand Jury for distribution to the full Board. 

Also, the Civil Grand Jury Report, entitled "San Francisco's Construction Program: It Needs Work," needs to be 
formally delivered to us with a cover letter since we don't have any record of receipt. We have went forward 
with providing copies to the full Board, since the public release date has already passed, but we do need a 
correspondence from the Civil Grand Jury showing official notification. 

Best, 

Erica Major 
Assistant Committee Clerk 
Board of Supervisors 
1 Dr. Carlton B. Goodlett Place, City Hall, Room 244 
San Francisco, CA 94102 
Phone: (415) 554-4441 I Fax: (415) 554-5163 
Erica.Major@sfgov.org I www.sfbos.org 

(ii 

IJI:C; Click here to complete a Board of Supervisors Customer Service Satisfaction form. 

The Legislative Research Center provides 24-hour access to Board of Supervisors legislation, and archived matters since August 1998. 

Disclosures: Personal information that is provided in communications to the Board of Supervisors is subject to disclosure under the California Public Records Act and 
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required ta provide personal identifying 
information when they communicate with the Board of Supervisors and its committees. All writi"en or oral communications that members of the public submit to the 
Clerk's Office regarding pending legislation or hearings will be made available to all members of the public for inspection ond copying. The Clerk's Office does not , 
redact any information from these submissions. This means that personal information-including names, phone numbers, addresses and similar information that a 
member of the public elects to submit' to the Board and its committees-may appear on the Board of Supervisors website or in other public documents that members 
of the public may inspect or copy. 
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Major, Erica (BOS) 

From: 
Sent: 
To: 
Cc: 
Subject: 

Attachments: 

Greetings, 

Major, Erica (BOS) 
Tuesday, July 21, 2015 2:53 PM 
Wheaton, Nicole (MYR); Nuru, Mohammed (DPW); Rosenfield, Ben (CON) 
Lee, Frank (DPW); Sweiss, Fuad (DPW); Rydstrom, Todd (CON); Steeves, Asja (CON) 
Response Reminder: Civil Grand Jury Report - San Francisco's City Construction Program: It 
Needs Work 
REPORT San Francisco's City Construction Program.pdf 

Within 60 days your department is required to respond to the 2014-2015 Civil Grand Jury Report entitled, "San 
Francisco's City Construction Program: It Needs Work" (attached}. We anticipate a hearing in the Government Audit and 
Oversight Committee sometime in September. We will update you as the date approaches. 

Please make sure to deliver a copy of your response to the Clerk of the Board, Attn: Government Audit and Oversight 
Committee, no later than September 14, 2015, and confirm the representative who will be handling this matter and 
attending the hearing. 

If you have any questions, please don't hesitate to call or email me. Thank you. 

Best, 

Erica Major 
Assistant Committee Clerk 
Board of Supervisors 
1 Dr. Carlton B. Goodlett Place, City Hall, Room 244 
San Francisco, CA 94102 
Phone: (415) 554-4441 I Fax: (415) 554-5163 
Erica.Major@sfgov.org I www.sfbos.org 

• ~('.) Click here to complete a Board of Supervisors Customer Service Satisfaction form. 

The Legislative Research Center provides 24-hour access to Board of Supervisors legislation, and archived matters since August 1998. 

Disclosures: Personal information that is provided in communications to the Board of Supervisors is subject to disclosure under the California Public Records Act and 
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying 
information when they communicate with the Board of Supervisors and its committees. All written or oral communicotions that· members of the public submit to the 
Clerk's Office regarding pending legislation or hearings will be made available to all members of the public for inspection and copying. The Clerk's Office does not 
redact any information from these submissions. This means that personal information-including names, phone numbers, addresses and similar·information that a 
member of the public elects to submit to the Board and its committees-may appear on the Board of Supervisors website or in other public dowments that members 
of the public may inspect or copy. 
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BOARD of SUPERVISORS 

MEMORANDUM 

Date: July 21, 2015 

To: Honorable Members, Board of Supervisors 

From: ngela Calvillo, Clerk of the Board 

Subject: 2014-2015 CIVIL GRAND JURY REPORT 

Fax No. 554-5163 
TDD/TTY No. 554-5227 

We are in receipt of the San Francisco Civil Grand Jury (CGJ) report released on Thursday, 
July 16; 2015, entitled: San Francisco's City Construction Program: It Needs Work 
(attached). 

Pursuant to California Penal Code, Sections 933 and 933.05, the Board must: 

1. Respond to the report within 90 days of receipt, or no later than October 14, 2015. 
2. For each finding: 

• agree with the finding or 
• disagree with the finding, wholly or partially, and explain why. 

3. For each recommendation indicate: 
• that the recommendation has been implemented and a summary of how it was 

implemented; 
• that the recommendation has not been, but will be, implemented in the future, with a 

timeframe for implementation; 
• that the recommendation requires further analysis, with an explanation of the scope of 

the analysis and timeframe of no more than six months; or 
• that the recommendation will not be implemented because it is not warranted or 

reasonable, with an explanation. 

Pursuant to San Francisco Administrative Code, Section 2.10, in coordination with the 
Committee Chair, the Clerk will schedule a public hearing before the Government Audit and 
Oversight Committee to allow the Board the necessary time to review and formally respond 
to the findings and recommendations. 



Public Release for San Franciscus City Construction Program: It Needs Work 
Office of the Clerk of the Board 
July 21, 2015 
Page 2 

The Budget and Legislative Analyst will prepare a resolution, outlining the findings and 
recommendations for the Committee's consideration, to be heard at the same time as the 
hearing on the report. 

Attachment 

c: Honorable John K. Stewart, Presiding Judge (w/o attachment) 
Nicole Elliott, Mayor's Office 
Ben Rosenfield, Controller 
Jon Givner, Deputy City Attorney 
Rick Caldeira, Legislative Deputy 
Debra Newman, Office of the Budget and Legislative Analyst 
Severin Campbell, Office of the Budget and Legislative Analyst 
Asja Steeves, Civil Grand Jury Coordinator 
Janice Pettey, Foreperson, San Francisco Civil Grand Jury (w/o attachment) 



Major, Erica (BOS) 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Supervisors: 

Major, Erica (BOS) 
Tuesday, July 21, 2015 1 :58 PM 
BOS-Supervisors 
BOS-Legislative Aides; Wheaton, Nicole (MYR); Rosenfield, Ben (CON); Givner, Jon (CAT); 
Caldeira, Rick (BOS); Newman, Debra (BUD); Campbell, Severin (BUD); Steeves, Asja 
(CON); janice.sfgj@gmail.com; Somera, Alisa (BOS); Wasilco, Jadie (BUD) 
Public Release: Civil Grand Jury - San Francisco's City Construction Program: It Needs Work 
Public Release - SF City Construction Program, It Needs Work 07.21.2015.pdf 

Attached please find the Clerk of the Board's memo of receipt for the 2014-2015 Civil Grand Jury Report released on 
Thursday, July 16, 2015, entitled: San Francisco's City Construction Program: It Needs Work 

Best, 

Erica Major 
Assistant Committee Clerk 
Board of Supervisors 
1 Dr. Carlton B. Goodlett Place, City Hall, Room 244 
San Francisco, CA 94102 
Phone: (415) 554-4441 I Fax: (415) 554-5163 
Erica.Major@sfgov.org I www.sfbos.org 

• dli(:1t• Click here to complete a Board of Supervisors Customer Service Satisfaction form. 

The Legislative Research Center provides 24-hour access to Board of Supervisors legislation, and archived matters since August 1998. 

Disclosures: Personal information that is provided in communications to the Board of Supervisors is subject to disclosure under the California Public Records Act and 
the San Francisco Sunshine Ordinance. Personal information provided will not be redacted. Members of the public are not required to provide personal identifying 
information when they communicate with the Board of Supervisors and its committees. Ali written or oral communications that members of the public submit' to the 
Clerk's Office regarding pending legislation or hearings will be made available to ail members of the public for inspection and copying. The Clerk's Office does not 
redact any information from these submissions. This means that personal information-including names, phone numbers, addresses and similar information that a 
member of the public elects to submit to the Board and its committees-may appear on the Board of Supervisors website or in other public documents that members 
of the public may inspect or copy. 
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CITY AND COUNTY OF SAN FRANCISCO 
CIVIL GRAND JURY 

July 13, 2015 

London Breed 
President, Board of Supervisors · 
City Hall, Room 244 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102 

Dear Ms. Breed, 

,_-__ J 

.r •• 

c.: 

The 2014 - 2015 Civil Grand Jury will release its report entitled, "San Francisco's City 
Construction Program: It needs work" to the public on Thursday, July 16, 2015. Enclosed 
is an advance copy of this report. Please note that by order of the Presiding Judge of the 
Superior Court, Hon. John K. Stewart, this report is to be kept confidential until the 
date of release {July 16). 

California Penal Code §933 (c) requires a response to be submitted to the Presiding 
Judge no later than 60 days. California Penal Code §933.5 states that for each finding in 
the report, the responding person or entity shall indicate one of the following: (1) agree 
with the finding; or (2) disagree with it, wholly or partially, and explain why. 

Further, as to each recommendation, your response must either .indicate: 

1) That the recommendation has been implemented, with a summary of how it was 
implemented; 

2) That the recommendation has not been, but will be, implemented in the future, with a 
timeframe for implementation; 

3) That the recommendation requires further analysis, with an explanation of the scope 
of that analysis and a timeframe for discussion, not more than six months from the 
release of the report; or 

4) That the recommendation will not be implemented because it is not warranted or 
reasonable, with an explanation. 

Please provide your response to Presiding Judge Stewart at the following address: 
400 McAllister Street, Room 008 
San Francisco, CA 94102-4512 

Janice Pet y, Foreperson 
2014 - 2015 Civil Grand Jury 

City Hall, Room 488 
1 Dr Carlton B Goodlett Pl, San Francisco, CA 94102 

Phone: 415-554-6630 
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THE CIVIL GRAND JURY 

The Civil Grand Jury is a government oversight panel of volunteers who serve for one year. 
It makes findings and recommendations resulting from its investigations. 

Reports of the Civil Grand Jury do not identify individuals by name. 
Disclosure of information about individuals interviewed by the jury is prohibited. 

California Penal Code, section 929 

STATE LAW REQUIREMENT 
California Penal Code, section 933.05 

Each published report includes a list of those public entities that are required to respond to the 
Presiding Judge of the Superior Court within 60 to 90 days as specified. 

A copy must be sent to the Board of Supervisors. All responses are made available to the public. 

For each finding, the response must: 
1) agree with the finding , or 
2) disagree with it, wholly or partially, and explain why 

As to each recommendation the responding party must report that: 
1) the recommendation has been implemented, with a summary explanation; or 
2) the recommendation has not been implemented but will be within a set timeframe as 

provided; or 
3) the recommendation requires further analysis. The officer or agency head must define 

what additional study is needed. The Grand Jury expects a progress report within six 
months; or 

4) the recommendation will not be implemented because it is not warranted or 
reasonable, with an explanation. 
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EXECUTIVE SUMMARY 

How can San Francisco manage a construction portfolio of over $25 billion with 
inconsistent controls, insufficient systems, and an inability to consolidate citywide financial 
and management information? 

Why does San Francisco continue to operate a contracting environment that is out of step 
with best practices? 

Should the City be spending so much on construction without the oversight of the Board of 
Supervisors? 

The Civil Grand Jury (CGJ) wanted answers to these questions. In this report the CGJ. 
examines these three critical problems that have been called out in numerous City audit 
reports over the last few years but remain unaddressed. 

In our research we discovered that the City's construction project portfolio is diverse, that 
some projects are very complex, and that neighborhood projects inflame the passions of. 
San Francisco citizens. Six departments have public works contracting authority. The CGJ 
chose to focus primarily on the work of one of those, the Department of Public Works 
(DPW). 

Although efforts are underway to address some of the problem areas, much work still 
needs to be done. Our recommendations include: 

• The City needs to revise Chapter 6 of the Administrative Code to enable contractor 
selection on past performance in addition to the low cost bid. 

• Common construction management processes addressing change orders, project 
closeout and compliance need to be instituted, monitored and measured. 

• Construction management information must be standardized to produce citywide 
reports. Once consolidated information is available, citywide reports should be. 
published for public review. 

• The City's out of date technology and weak Construction Management Systems 
infrastructure must be addressed. 

• The Board of Supervisors (BOS) must take a more active role in the oversight of 
construction projects. 
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BACKGROUND 

San Francisco's 2014 - 2023 ten-year capital plan is $25 billion, a staggering sum by any 
measure. The plan principally funds infrastructure like roads and power systems, but 
there are also a large number of building projects. The city differentiates between "vertical" 
projects, e.g. buildings, and "horizontal" projects, like roads. The vertical projects can range 
from the highly complex and massive rebuilding of San Francisco General Hospital to a 
relatively small project, like the renovation of a community center at Mission Playground. 

2014-2Q~~ C~pital Pia~ S1Jmmary 
(Dollars in Millions) _ 

By Service Category 

Public Safety 

Health and Human Services 

Infrastructure & Streets 

·1· .. --- .--, -.e . ·- - -

! 

, Plan Total 

$1,376 ' 

$1,306 

$8,678 

• Recreation, Culture, and Education $1,241 • 
------ -T-- - --- -

' Economic & Neighborhood Development $4,151 · 
-c-·--·-----· ) __ _ 

· Transportation 
General Government 

·Total 

! $8,228. 

$91 -

$25,072 .1 

Six City departments have public works contracting authority. These departments are: 

The Port Commission (the Port) 

The Airport Commission (the Airport) 

The San Francisco Public Utilities Commission (PUC) 

Recreation and Park Department (R&P) 

The Municipal Transportation Agency (MTA) 

· The Department of Public Works (DPW) 

Going forward, these six areas will be referred to jointly as the "six City departments". 
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In addition to DPW's own department projects, DPW manages construction projects for all 
non-Chapter 6 departments such as the Library, Fire Department (SFFD) and Department 
of Public Health. 

Construction projects are funded in many ways including bond measures that taxpayers 
approve, federal or state funding, city general funds1 private sources, or a combination of all 
available sources. When general obligation bond funds are used, the Citizens' General 
Obligation Bond Oversight Committee (CGOBOC) has the responsibility of ensuring that 
general obligation bond proceeds are spent properly. At recent CGOBOC meetings, the 
Director of Audits presented performance audits of construction practices in the City. The 
audits identified control weaknesses in the areas of contract change order management 
and the process of closing out construction contracts. After reviewing additional 
construction management audits, the San Francisco CGJ felt the topic warranted study, 
given the dollar magnitude and large number of building construction projects in process. 

As the CGJ began its investigation we found that there have been 25 audits over the last 
seven years, which have examined various aspects of the construction management 
process. Some of these were citywide performance audits, while others focused on specific 
projects. These audits were done by employees and outside firms with specialized 
expertise in such assessments. Several themes emerged from these various rigorous . 
audits. 

• Construction projects always involve change orders, which authorize work to be 
added to or deleted from the original contract. In many instances, the change order 
management process was weak which could expose the City to increased cost 
and/ or delays. 

• Construction contract close out procedures are also an area of concern; a strong 
close out process ensures that all contractual terms are met, so deficiencies in that 
process could mean a risk to the city, 

• In the projects that DPW manages and designs, there have been design errors that 
have led to. avoidable cost increases. 

• City construction projects lack transparency for several reasons. The systems that 
track projects across departments vary and do not share common data elements, 
preventing the consolidation or comparison of key performance metrics. Similarly, 
no final report is published on each project summarizing the financial, functional 
and operational project outcomes. 

• Accountability for both large and small city construction projects resides in the 
department, its commission or the City Administrator, but not with the BOS. With 
the exception of DPW, all six City departments have commission oversight. 
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• The information systems infrastructure in DPW is not sufficient to handle the 535 
active horizontal and vertical projects that DPW currently manages that are valued 
at $5.7 billion. z 

• An April 2014 audit performed by the City Services Auditor examined the City's 
current practice of awarding construction contracts using a single criterion, the low 
cost bid, a practice that ignores current best practices used by other large cities and 
government agencies. 

Many of these factors alone suggested the need for future study, but taken together, an 
investigation of City construction management was clearly warranted. To make the topic 
manageable, we chose to focus on the building construction management process of DPW. 
We are confident that many of our recommendations will be applicable to other city 
departments and their construction projects as well. 

METHODOLOGY 
We reviewed many city-published sources of information in preparing this report including 
department websites and the San Francisco Administrative Code (the Code). The City 

. Services Auditor (CSA) has a construction audit group that audits City construction projects 
and issued several audits in the last seven years. We reviewed these audits in depth, 
focusing on those that deal with vertical projects, management controls, and the City's 
current lowest cost bidder criterion for awarding construction contracts . 

. We also reviewed the 2007 Management Audit of DPW prepared by the San Francisco 
Budget and Legislative Analyst (BLA). A section of that management audit addressed 
DPW's program for reporting and preventing construction design error and omission 
change orders. Additionally, we reviewed the 2011 BLA report on the cost of change orders 
and the lack of citywide change order reporting. 

The CGJ interviewed representatives of the six City departments and City departments that 
lack contracting authority in order to understand their different perspectives on the 
effectiveness of the prevailing practices of managing the City's construction workload. We _ 
interviewed construction contractors including those who do both public and private 
construction projects, and contractors who have chosen not to bid on City work. We 
interviewed senior managers at the Public Works departments in other large cities to 
understand the practices in place in their communities, and thereby discern what; issues 
may apply to all cities and what may be uniquely pertinent to San Francisco. As a result of 
these interviews we were provided with additional management reports, and data extracts 
from the departments. 
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DISCUSSION 

Our investigation revealed several areas for improvement in City management of vertical 
construction projects. These issue areas are diverse, so we will address each separately. 
They are: 

• The Contracting Environment 

• Construction Project Management 

• Department Interactions 

• Information Technology 

• Transparency in Reporting 

• Independent Oversight 

• 
The Current Contracting Environment and its Complexity 

1. Overview 

The number of cranes seen in the San Francisco skyline is a clear indication of the scale of 
construction projects in our city. Although most projects are private developments, many 
are city projects that must compete for the same design and construction resources. 

The manner in which the City secures design and contractor resources for construction 
projects is via a contracting process outlined in Chapter 6 of the Code. The Code specifies 
that the City must take the lowest cost "responsible bidder." Additionally, bidders are 
required to include Local Business Enterprises (LBEs) as part of their constructicm team. 
This is a "hard bid" process, where specifications are provided to bidders with no 
negotiation of project scope, timing or deliverables. 

Some major construction firms will not participate in a hard bid process. They see the hard 
bid process as structurally flawed; a process where the client does not choose a contractor 
based on past performance or the quality of the contractor's work. The low cost bid 
process can create a perverse incentive for contractors to scrutinize project bid 
specifications to determine the existence of flaws or omissions in the bid specifications that 
would need to be addressed through lucrative contract change orders. The president of a 
major construction firm that had historically avoided municipal contracting via hard bids 
said in 2007, "The process as it has been followed is a failure every time. Why in God's 
name is this process still repeated?"3 

2. The Construction Management General Contractor (CMGC) Approach 

The construction industry moved to alternative contracting structures to counter the "old 
school," hard bid environment. Private developers and contractors, realizing there was a 
need for greater collaboration in designing and building complex construction projects, 
developed contractual agreements that support specialization and collaboration. 
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In a "Design-Build "contract one firm provides project design and construction services . 
. This approach is used for routine construction projects, like parking lots or correctional 

facilities, where specific firms specialize in a given type of structure and offer a turnkey 
solution, providing both the project design and construction management services. In this 
process, written design criteria are provided along with project requirements. The bidding 
firm comes back with the project design and the construction cost. The City of San 
Francisco has done several Design-Build projects. For example, the $255 million 
Rehabilitation Detention Facility is a design-build project Other municipalities have 
adopted this turnkey option as well. 

In a Construction Management General Contractor (CMGC) relationship, the contractor 
provides input in the pre-construction phase of the project to simplify the construction 
process, reducing construction cost. The construction manager is paid for pre-construction· 
planning, which includes validating the budget, and identifying construction savings that 
could be achieved from the redesign of certain' elements of the project. The goal is to create 
a more efficient and cost effective construction project. The private sector contracting 
community also refers to this as integrated project design. · 

CMGC practices were adopted in San Francisco in 2007, when then Mayor Gavin Newsom, 
recognized the need for more collaboration in the planning of the new Academy of 
Sciences. Senior leadership of DPW assisted in passing an ordinance to enable CMGC 
practices.4 The City addressed these new contracting structures in its Code: Chapter 6.61 
for design-build, and 6.68 for CMGC projects. Subject to two conditions, these provisions 
grant the flexibility to solicit either design-build or CMGC proposals to department heads 
authorized to execute contr.acts for public works projects. The project must be suitable to 
either process; and, most significantly, approval must be obtained by the client's 
department commission. If a department has no commission, the City Administrator must 
approve the arrangement. 

DPW has completed five construction projects using CMGC with another five projects in the 
active construction phase. The five active projects are the Public Safety Building, San 
Francisco General Hospital, the Office of the Chief Medical Examiner -Building, the Moscone 
Center Expansion and the Veterans Building. The benefits of using the CMGC process have 
been demonstrated in the early results of these projects. 

The Academy of Sciences rebuild was a big "win" for the City, coming in both on time and 
under budget. The rebuilding of San Francisco General Hospital is being coordinated by a 
specialist hospital contracting firm. Change orders on the largest phase of the $882 million 
project, the $673 million of new construction, were approximately 3% of total cost, a great 
result for a project of its size and complexity. · 

Some .states, including Oregon and Washington, have moved to a mandatory use of CMGC 
practices for large-scale projects. Federal projects also use this method of contracting. A 
qualifications-based criteria is established for the award of the CMGC pre-construction 
project. Price is not a selection criterion. San Francisco, like many jurisdictions, includes 
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social policy goals like the use of disadvantaged business enterprises as a ratable element 
in the scoring process. After the highest scoring bidder has been selected, price is then 
negotiated. 

The CGJ commends the City on its use of CMGC and design-build, processes that are being 
adopted as a "Best Practices" in the construction industry. The increased use of these 
techniques for large and/ or complex construction projects will only yield benefits to the 
City. 

3. The Lowest Cost Bid Problem 

Although some city construction projects utilize CMGC and design-build techniques, most 
projects are still subject to the lowest cost bid approach. For projects equal to or more than 
$400,000, the Code requires the City to accept "a responsible bidder offering the lowest 
responsive bid." For projects under $400,000 the Code requires "a responsible bidder 
offering the lowest quotation.''5 

Those terms are defined as follows: 

• Responsible. A responsible bidder or contractor is one who (1) meets the 
qualifying criteria required for a particular project, including without limitation the 
expertise, experience, record of prior timely performance, license, resources, 
bonding and insurance capability necessary to perform the work under the contract 
and (2) at all times deals in good faith with the City and County and shall submit 
bids, estimates, invoices claims, requests for equitable adjustments, requests for 
change orders, requests for contract modifications or requests of any kind seeking 
compensation on a City contract only upon a good faith honest evaluation of the 
underlying circumstances and a good faith, honest calculation of the amount sought. 

• Responsive. A responsive bid is one that complies with the requirements of the 
subject advertisement for bids without condition or qualification.6 · 

While it would appear that the San Francisco city requirement to accept a responsible 
bidder offering the lowest cost responsive bid would incorporate evaluating contractor 
past performance in the bid selection process for fixed bid contracts, this is not the case. An 
April 2014 CSA citywide construction audit evaluated whether the six City departments 
effectively evaluate contractor past performance and utilize contractor past performance in 
awarding construction contracts. The audit found that "city departments do not adequately 
assess contractor performance and do not consider past performance in the construction 
award process." The report goes on to say, "because the City does not require evaluations 
of contractors' performance and, hence, there is no formal record of or method by which to 
judge contractor responsibility, poor-performing contractors-even contractors incapable 
of performing the work on which they bid-can secure additional city contracts."7 

Similarly, 7 0% of those sampled by the CSA reported that a contractor had performed 
poorly on a City project. s 
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Other cities have developed extensive vetting criteria for public works contractors. Five of 
the leading practices are summarized in the table below. Three of the six San Francisco City 
departments have a contractor evaluation process. However, the three departments use 
different contractor assessment criteria and the contractor evaluations are not used in the 
contract award process. 

1. Require completion of performance evaluations ./ ./ ./ ..( 

2. Consider evaluations in the contract award process .;· ,/ ..( ./ 

3. Use a s!andardized performance evaluation form ./ ,/' ./ 

4. Allow contractor feedback on evaluation results ./ ./ ./ 

5. Maintain a centralized database/location forevaluation results •. ./ ,/ ./ .,/ 

Source: Audftor's nrial.,sis of leading practices. 

9 

Adoption of leading practices in contractor performance evaluation discourages the 
following contractor practices that increase construction project costs: 

./ 

./ 

./ 

./ 

./ 

• Contractors purposely submitting a bid that does not provide enough money to 
complete a construction project knowing that the City will needto issue project change 
orders to fund the project to completion. Project change orders are not subject to 
competitive bidding and have a much greater profit margin for contractors. 

• Contractors evaluating construction projects from the perspective of the project's 
change order potential. Contractors who use this process evaluate the City's bid 
packages from the perspective of what design elements are missing from the bid 
package that will necessitate future change orders. 

• Contractors not completing a project when they have received the bulk of the project 
construction contract payments, thereby leaving the City to find a new contractor to 
complete the open items on the project punch list. 

The use of past performance criteria also eliminates the revolving door of bad contractors 
securing city work by virtue of a lowest cost bid. The City of Los Angeles goes even further 
with its "Contractor Respons_ibility Ordinance": 

Prior to awarding a contract, the City shall make a determination that the 
prospective contractor is one that has the necessary qualit)r, fitness and capacity to 
perform the work set forth in the contract. Responsibility will be determined by 
each awarding authority from reliable information concerning a number of criteria, 
including but not limited to: management expertise; technical qualifications; 
experience; organization, material, equipment and facilities necessary to perform 

· the work; financial resources; satisfactory performance of other contracts: 
satisfactory record of compliance with relevant laws and regulati'ons: and 
satisfactory record of business integrity.10 
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In all there are 18 different categories that are evaluated in the Los Angeles final report. 
Poor results will preclude a firm from further work as will falsification of any of the survey 
answers. 

4. The Role of "LBEs" 

The City has specific social policy goals incorporated into its contracting requirements. It 
provides preference points in awarding contracts to those contractors who use 
subcontractors who may be new, small, or from disadvantaged backgrounds or 
neighborhoods. These diversity goals and the comprehensive statutory regulations that 
govern them, alter existing prime contractor and subcontractor working relationships. 
Many contractors are required to use subcontractors, with whom they may never have 
worked, to win City contracts. The contractors cannot depend on the competency of these 
subcontractors. All of this makes contracting with the City a vey difficult process. 

In particular Chapter 14 of the Code identifies the following categories of businesses that 
. are given preference in the public building process: 

(_J - - -· ---- -- -~· -~-- i f 

\LBE- Local Business Enterprise I !Small LBE 
!MB~Mi~~~ity-B~~i~-;~~-E~terp~l~~. i- TiVik'~~--MBE- --· 
1ws-E--w~~~-ns·s~si~;~-~i~t~~p~i~-~T-TS8J\~t:sE-~ 
!--·---------·-··-· ---------·-~-~-_________ L .. c.. -- ··-·-·----·····-·- -

[OBE- Other Business Enterprise I I Non-profit LBE 
t- •• - .... ~.~-~---~~·---·----- •••• ,,._.__,_. __ • --~--·-··-• -•• • ~-•• •• ._., ·-~- "--r• -·•--• 

Numerous preference categories and the unique requirements of each city department 
create extra work and management challenges for both contractors and subcontractors. 
The Contract Monitoring Division (CMD) of the General Services Agency (GSA) is charged 
with enforcement of the requirements of Chapter 14 (B) through two separate units: a 
certification unit that qualifies firms for certification meeting certain prescribed criteria, 
and a compliance unit that "sets goals" for hiring Chapter 14 businesses in most City 
contracts. For example, the compliance unit will determine the preference content of each 
element of the construction project. There are approximately 1,700 firms that have been 
certified for some 270 different categories of business types for each specific project. The 
CGJ did not determine if the certification process included certification of contractor 
performance. · 

Additionally, there is Chapter 12, which enforces non-discrimination practices in the 
certification process and under the Code is enforced by the Human Rights Commission 
(HRC). Although the Code still places this obligation on the HRC, this function has been 
transferred to the CMD. Finally, there is the Office of Economic & Workforce Development, 
which, under Chapter 6.22(g) of the Code, administers and monitors local hiring policy for 
construction in the City. 

Contractors doing work with the City have described the process as "byzantine." No one 
questions the merit of the social goal; rather it is the complexity of meeting it that creates 
frustration. Some contractors are daunted by the City's LBE requirement, since some LBE 
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firms possess good construction skills but lack, construction management and 
administrative skills. When a subcontractor fails to deliver acceptable work on time, it can 
cause significant project delays, which can lead to a significant increase in total project cost 
and jeopardize the prime contractor's reputation. This has led to a reduction in the number 
of contractors willing to bid on City business. R&P at present has only four contractors who 
will bid on most of their construction projects. 

5. Revisions to Chapter 6 

At present, a city' work group has been formed to identify administrative and substantive 
changes t.hat should be made in Chapter 6 of the Code. In phase I the work group proposed 
43 technical changes to the BOS this spring. In phase II of the project, the work group will 
be proposing that Chapter 6 of the Code be modified to include contractor performance as 
an additional criterion in awarding fixed bid construction contracts. In the current lowest 
bid environment, it is possible for a contractor with a track record of poor quality work and 
failure to meet delivery schedules to win new construction contracts merely because it was 
the lowest bidder. It is often difficult for DPW supervisory personnel to collaborate with 
low bid contractors under these circumstances. 

Even though performance is not a criterion in the lowest bid environment in San Francisco, 
the City has a process for excluding contractors from bidding on new construction. The 
process is called debarment. A contractor can be debarred due to "willful" misconduct in 
any aspect of the bidding process, from submitting false information in the proposal to 
failure to comply with the terms of the contract. 12The City debarment process is difficult, 
and currently no City contractors are debarred or prevented from bidding on new 
construction projects, regardless of how many notices of non-compliance they have· 
received from the City. 

The CSA issued a Citywide Construction audit report in May of 2014 that provides 
anecdotal examples of City projects where construction contractors performed poorly. The 
report found that poor-performing contractors have more non-compliance notices, higher 
project soft cost (non-construction costs) and more change orders than high performing 
contractors. One example cited in the.audit report is an Airport contractor who received 59 
non-compliance notices for improper work on a $14 million contract to construct a bridge 
at the Airport.13 It is not clear why such a contractor was not considered for debarment, a 
process that does not appear to be used to protect the City from poorly performing 
contractors. 

We encourage the BOS to amend Chapter 6 of the Code to include consideration o( 
contractor past performance in awarding fixed bid construction contracts and to 
implement the change swiftly. 

Construction Project Management 

Project management controls· are very important for ensuring project quality and for 
managing construction project costs. We reviewed two important areas of construction 
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project control: change order management and project construction contract close-out 
procedures. Additionally, we looked at the consequences of non-compliance with these 
and other policies. 

1. Change Order Management 

Large construction projects will have many hundreds of change orders. An illustrative list 
appears below.14 

The change order process generates many documents that need to be managed and routed 
for approval and signoff. It starts with a contractor preparing a proposed change order 
which leads to a negotiation process and an independent cost analysis for change orders 
over $20,000. Once a change order has been approved, it requires a contract modification. 
These require authorizing signatures as well as, in some cases, revised architectural plans 
or engineering specifications. All of the change order documents need to be managed, so 
that approvals can be tracked, contract revisions can be noted, and key documents can be 

·retrieved as needed. 

The following examples taken from many CSA audit reports demonstrate that management 
processes for change orders are department specific, not citywide, and are frequently 
ignored in practice. 

The April 2014 CSA audit of change orders on the $243 million Public Safety Building 
project found: ls 

• DPW documented proposed change orders, but, contrary to departmental 
procedures, did not document the negotiations for those exceeding $20,000. 

• DPW did not prepare the required independent cost estimates for proposed change 
orders exceeding $20,000, so had no negotiating leverage when the contractor 
submitted revised costs. 

• Proposed change orders requesting time extensions did not contain sufficient 
supporting documentation, increasing the risk of possible approval of unwarranted 
time extensions. 

The CSA issued about 20 change order audit reports over the last four years. The audits 
highlighted significant procedural problems that can be improved with all city departments 
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using the same change order procedures, greater adherence to existing change order 
policies and the implementation of citywide change order management reports. The audits 
found control weaknesses in large and midsize construction projects. 

The CSA April 2013 Audit of the PUC $39.2 million Alameda Siphon #4 found that 40% of 
project change orders were issued and 4 7 % were approved after substantial completion of 
the construction project. Approving change orders after the contractor has completed the 
work is contrary to the intent of the change order management process. 

Change orders are a fact oflife in construction; some are due to unforeseen building 
conditions and regulatory requirements, while other change orders are avoidable 

Two types of avoidable change orders are design errors and omissions and client requested 
changes during construction. It is important to report all types of change orders and to 
ensure that avoidable change orders receive a higher level of management scrutiny. DPW 
has a stated goal oflimiting error and omission change orders to 3% of total project cost. 
The extent to which they are achieving that 3% standard is not clear. The CGJ believes this 
should be a citywide standard that should be reported and enforced for all construction 
projects. 

The Alameda Siphon project had 196 change orders totaling $6.8 million or 21 percent of 
the original contract value. A sample of 40 of the 196 change orders found that 
modifications were required because of: 6 design error, 6 design omission, 12 differing site 
conditions, 8 owner-requested, 3 regulatory requirement and five other category change 
orders.16 

A CSA April 2013 audit of two midsize construction projects, the $10.8 million Chinese 
Recreation Center and the $4.6 million Mission Clubhouse and Playground renovation, 
found significant department policy violations. Change orders for the Mission Clubhouse 
and Playground renovation amounted to $642,103 or 14 percent of the original contract 
value. Change orders for the Chinese Recreation Center amounted to $1,587,540 or 15 
percent of the original contract value.17 The audit found the following departmental policy 
violations: 

• R&P has no published change order processes or procedures. 
• DPW did not adequately record pertinent information on all change orders. 
• DPW did not obtain independent estimates for change orders of more than $20,000 

as require~ by written procedures. 
• Both R&P and DPW each allowed an increase to contractor markups without a 

contract modification as called for by the contract. 
• · A majority of contractor change order requests that included a project time 

extension did not meet contract requirements, and some change order requests 
were submitted late. 

• In some instances, contractors did not adhere to change order pricing requirements. 
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An October 2011 BLA report to the BOS evaluated the frequency and cost to the City of 
contract change orders for large construction and professional service contracts. The 
report surveyed ten City departments and reviewed 218 construction and professional 
service contracts over $5 million entered into between Fiscal Year 2006-07 and September 
2011. The report findings were that 107 or 49.1% of the large construction and 
professional service contracts had change orders with a total cost of $295.2 million, a 
staggering sum. One of the recommendations in the report was to have the BOS request 
that all City departments maintain contract information in a uniform manner and that the 
information be summarized and regularly reported to the BOS. We concur with this 
recommendation. 

2. Contract Close Outs 

CSA audit reports examined a second important construction management process, the 
process used to closeout contractor construction contracts. The construction contract 
closeout formally ends the construction phase of a capital project and ensures that all 
contractual and legal obligations have been fulfilled before final payment is released to the 
contractor. Ensuring compliance with all closeout procedures assur~s the City that the 
contractor used city resources appropriately and completed the work in accordance with 
contract terms. There were a number of DPW and non-DPW contract closeout audits where 
City departments were found to have skipped some of the contract closeout procedures. In 
the closeout audits, two recurring findings were that the departments failed to use a 
contract closeout check list, a construction industry best practice, and the departments 
were unable to provide adequate documentation that specific aspects of the construction 
contract had been fulfilled. 

The July 2013 closeout audit of the contract for the $583 million Laguna Honda Hospital 
Replacement Program found that DPWwas unable to verify its compliance with eight of 
34 applicable closeout procedures. Similarly, the July 2012 closeout audit of the $332,000 
contract for Chinatown Public Health Center ADA Improvements Phase II found that DPW 
did not require the contractor to comply with the following six closeout procedures:18 

• Submit all change orders before work was 95 percent complete. 
• Advise the City of pending insurance changeover requirements. 
• Notify the City in writing that the work was substantially complete and ready for 

inspection. 
• Submit consent of surety to final payment. 
• Submit a certified copy of the punch list of remedial items to be completed or 

corrected, stating that each item has been otherwise resolved for acceptance by 
the City. 

• Notify the City in writing that all punch list items of remedial work were 
completed and the work was ready for final inspection. 

That said, contract close outs can be problematic, because departments rely on the 
contractor to fulfill all contract requirements. In the current construction-boom 
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environment in San Francisco, some contractors just walk away from the final payment and 
move on to another project, rather than deal with the final paperwork. Other jurisdictions 
have experienced this same problem. Portland, Oregon is evaluating a larger hold back 
provision in the contract to reduce this behavior. · 

Department Interactions 

1. The DPW Architecture and Engineering staff 

As mentioned earlier, DPW, has one of the most diverse construction portfolio in the City. 
Not only does it manage its own projects, it also works with other City departments as 
needed. The Port, MTA and R&P rely on DPW for general construction. DPW has expertise 
in remodels, seismic retrofitting, hydraulics and new construction. R&P, SFFD and the 
Police Department have hundreds of buildings that need to be remodeled or replaced. 
These include 220 city parks, 82 recreation centers, 51 fire stations and 12 police stations. 
The PUC relies op DPW for specific expertise around hydraulics. 

DPW manages both building (vertical) and road and sewer (horizontal) construction 
projects with a FY2014-2015 budgeted architecture and engineering staff of 531 full time 
equivalent (FTE) employees. Most of the salaries and benefits of these employees are 
charged to the individual construction projects (capitalized) and notto DPW's operating 
budget. DPW manages about 41 % of the budgeted citywide 1,286 FTEs. 

'--··------~--,·~- ' 

DPW-Architecture Bureau 

i Annual 
Salary 

Annual 
Salary 

Ordinance • Ordinance 
F2014~2015 • F2015-2016 

· Budgeted 
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·- - ----- . 
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Budgeted 

FT Es 

258.9 
------- - ·-- ----~' 
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There may be an opportunity for San Francisco to better utilize the 1,286 budgeted FTEs 
who are currently spread among the six City Departments. We recommend the City have 
the CSA benchmark San Francisco's citywide construction management staff organizational 
structure against comparable cities. 

DPW's staffing structure contrasts with the staffing of large construction firms. 
Historically, construction firms maintained a deep staff of trades people and specialists. 
Large contracting firms along with cities like Portland observed that the variety of 
construction projects creates a mismatch between the skills required for current projects 
and the skills of their staff. The result is duplicate labor costs when outside firms are 
retained. As ~ompetitive conditions demanded more cost effective approaches and nimble 
operations, construction firms and cities like Portland eliminated internal specialist 
departments and developed relationships with subcontracting firms. Interviewees shared 
that few major cities maintain a large public works staff of specialty design and engineering 
employees. 

2. Disparate Policies and Systems 

Since the six City Departments manages its own construction projects, it is not surprising 
they have developed their own department-specific construction processes and systems. 
When more than one city department works on a construction project, it is impossible to 
combine department construction information, because data is captured and/or defined 
differently. For that reason it is difficult to produce citywide construction project reports. 
CSA audits found that DPW and R&P project change orders were difficult to coordinate, 
because individual departmental systems and departmental operating procedures were 
not aligned. R&P lacks a written change order policy and DPW's systems are incompatible 
with R&P's workflow for processing change orders. 

3. Errors and Omissions 

City departments that utilize DPW for architecture and design work assume a risk that they 
·would not otherwise have if the city departmenfretained an outside firm. City departments 
cannot sue DPW for design and omission errors. A DPW design error or omission forces its 
City clients to reduce the scope of a project or find additional funding for completion. DPW 
acknowledges that there have been issues on some projects, but maintains that all clients 
are made whole; some client departments interviewed by the CGJ would disagree. 

4. Recreation and Park 

One of the six City Departments, R&P, warrants highlighting, because DPW manages all 
R&P vertical projects and because R&P projects elicit a lot of citizen input. Although R&P 
has expertise in the landscape aspects of construction, it often needs to rely on DPW for 
structural projects, from playground centers to tennis courts to bathrooms. 
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R&P has a team of nine specialists including project managers, senior planners, architects 
and landscape architects. Some are specialists in areas like irrigation or ADA20 access. They 
work with DPW on a Memorandum of Understanding where the R&P project manager is 
the point person on the job, responsible for maintenance of the project budget anp 
schedule. Of their 70 active projects, 20% are vertical projects and 80% of all projects are 
under $imillion. These small projects require extensive public meetings because the 
community is more likely to become involved with a neighborhood park remodel than a 
pumping station. Indeed a recent San Francisco Chronicle article detailed the renovation of 
the 7 60 square foot restroom in Washington Square Park that had an extensive community 
review process and ultimately cost $1.2 million, which was 20% over budget. 21 

DPW provides the design services for R&P, however the cost is often higher than what an 
outside designer would charge. For small projects, this higher design fee represents a 
significant portion of the project budget. Once designed, DPW manages the construction 
using its resident engineer team. They handle contractor selection, from the small 
universe of contractors willing to do R&P projects. The DPW engineer and R&P project 
manager coordinate the completion of the project. Lack of clarity in this shared role 
structure leads to problems of accountability for various aspects of the project. 

Information Technology 

DPW's current systems environment is complicated and obsolete. More than 20 years ago, 
DPW developed an AS 400 system to manage construction project data at a level that was 
more granular than what was available from the City's financial system FAMIS. DPWuses 
the Electronic Job Order Accounting System (EJOA) to manage budgets and adherence to 
timelines and interfaces with FAMIS in a rudimentary way. EJOA cannot handle on-line 
change order management or project updates. These limitations led one manager to say 
that they "need to keep really good email trails of decisions." That said, it should be noted 
that several contractors commented on the strong attention to detail of the DPW staff, despite 
their lack of adequate information systems. 

Things are no better in other areas of the City. The Department of Public Health, for example, 
reports that it does not maintain electronic records of originally approved construction contract 
amounts at all, thus preventing comparison with amended or modified amounts, unless a manual 
review of individual contract document files is made. 

FAMIS, the citywide financial system, is targeted for replacement in FY 2018.22 DPW 
recognizes the need for common construction project data architecture and improved 
project reporting and is developing DPW construction management system specifications 
as part of the FAMIS project team. We commend DPW for recognizing the problem and 
developing a department plan to address the problem. Individual City departments 
recognize the need for new systems to better control an ever increasing project workload. 
If the City does not provide leadership, departments will be required to act independently 
which will perpetuate the existing lack of integrated citywide construction project 
reporting. 
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The problem is a citywide problem that should be addressed through the development of a 
citywide information technology plan that addresses (i) the coordinated replacement of the 
citywide financial system (FAMIS), and (ii) the adoption of citywide construction 
procedures, including the implementation of a citywide construction management system. 
Replacing F AMIS may improve some reporting, but it is a financial system, not a 
construction management application. 

As described earlier, DPW lacks an electronic document management system to catalog, 
store and retrieve the requisite documentation for change orders. As a result, the 
engineering and architecture bureaus within DPW have their own document management 
processes. Similarly, there is no centralized database in the City that provides for monitoring 
contract change orders. Instead, the information must be obtained from individual departments, 
each of which records and reports the information differently, making a consolidated roll-up of 
citywide construction information impossible. 

We recommend that the Department of Technology (DT) retain a consulting firm with 
extensive construction management system expertise to develop citywide systems 
requirements for the implementation of a flexible system that thousands of city 
construction project employees will be able to use to better manage construction efforts. 
However, the need for a construction management system is not addressed in the 2016 
Information and Communication Technology (ICT) plan for Fiscal Years 2016-2020. It is 
unacceptable for the City to propose to spend in excess of $25 billion dollars over the next 
ten years when the City lacks both citywide construction procedures and a citywide 
construction management system. 

Transparency and Reporting 

Understandably, the lack of integrated management systems and failure to follow common 
policies and procedures in managing construction projects makes it impossible to get an 
up-to-date snapshot of the current status of all active construction projects in the City. In 
the current environment, the BLA and the CSA must use a labor-intensive sampling process 
to get citywide information instead of using citywide reports. 

We found it difficult to work with individual DPW construction project reports when more 
than one City department was involved in a construction project. For projects where DPW 
is providing specific project services like engineering but not managing the entire project, 
DPW project reports only have engineering project cost information. DPW reports that 
summarize multiple construction projects are difficult to use because DPW often is not 
providing the same client services for all construction projects. 

The lack of citywide policies and the inconsistent application of existing policies make it 
impossible to create citywide reports that summarize key construction performance 
metrics like notices of non-compliance, change orders, actual construction soft costs 
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(design, architecture, engineering, etc.) and a comparison of actual project cost to bU,dgeted 
project cost. It is impossible to prepare a citywide report of actual construction expenses 
for all six City departments, as evidenced by the inability of the CSA to include actual 
citywide construction costs in their May 2014 construction audit report. ·The current 
situation where there are no citywide construction reports that compare actual project 
spendi'ng to original budget for completed projects violates both common sense and basic 
good management practice. Allowing the current situation to continue when the majority 
of the $25 billion ten-year Capital Plan spending is for construction is unacceptable. 

Government construction projects are different from private construction projects, because 
they are public projects and subject to many levels of oversight that do not exist in the 
private world. Public projects should be subject to citizen oversight and the oversight of 
many City Departments. For example, the CMD, (as mentioned earlier) reviews the LBE 
component of construction projects. Construction project managers need to deal with 
reporting requirements that are unique to each City department that oversees a specific 
aspect of a construction project. Government construction projects also have more 
stringent project documentation and approval requirements. The City has allowed each of 
the six City departments to define and implement departmental solutions rather than 
establishing a citywide standard. This silo problem mirrors the city's information 
technology problem that was addressed in the 2011-2012 Civil Grand Jury report, Deja vu 
All Over Again. The solution for both problems requires the city to develop a citywide plan 
and give one city department the responsibility for designing and implementing citywide 
solutions. 

Developing a citywide construction reporting solution is a difficult task, because 
departments like the PUC and the Airport have a few very large construction projects that 
span many years. The Port, MTA, R&P, and DPW have many small construction projects. 
376 or 70% of the 535 active DPW projects have a budget ofless than $3 million dollars. 
Identifying and implementing an enterprise construction management system that fits 
departments with large and small projects is difficult. Nonetheless, the current lack of 
citywide construction policies and procedures and the inability to generate accurate 
citywide construction reports needs to be addressed. 

I 

• DP\fl/a~ive~c()11stru~~~()~" pr~je~ts - Nov~rnber 20,1~, .... 

Cost of individual projects 

10verten million dollars 

.Three million to ten million dollars 
- ~ - - ~ 

.Underthree million dollars 

1"- -"· 

I , %of 

, projects : total 

46 9%
1 

113 21%' 

~E.§ 70%; 
535 1()6%! 

This the problem needs to be addressed to enable citizen oversight of individual 
construction projects. Access to information on individual construction projects is not 
currently possible, because there are no final reports issued for each completed 
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construction project which report original, budgeted project cost and actual project cost as 
well as key performance indicators like the actual number, type and cost of project change 
orders. According to interviewees, other cities produce reports and/or maintain websites 
that provide detailed information on construction projects. The people of San Francis.co 
deserve the tools to monitor construction spending that is funded by bonds the voters were 
asked to approve. Until the City implements citywide construction polices and reporting 
standards .supported by a citywide construction management system, meaningful 
information about construction projects will not be available to the citizens of San 
Francisco. 

Lack of Independent Oversight 

Five of the six City departments report to an independent commission. For example, the 
PUC Commission and the R&P Capital Committee are required under Chapter 6 of the Code 
to review project change orders when the cumulative cost of change orders for an 
individual project exceeds 10% of budgeted project cost. DPW client department projects, 
like those for SFFD and SFPD, are subject to the same commission change order oversight. 
DPW'_s own projects are not subject to the same independent oversight; there is no DPW 
Commission. 

The BOS plays no role in the approval, ongoing reporting or oversight of any construction 
project. The jury was told that the BOS was not given a role in approving construction 
contracts to prevent politicizing the process. However, the failure of the BOS to exercise 
regular oversight over citywide construction spending needs to be examined. The CGJ 
cannot find any reason why the BOS should not exercise oversight authority after a 

·contract has been awarded. A BLA audit noted the lack of scrutiny:23 

• Construction contracts are not subject to BOS approval, whereas professional services 
contracts over $10 million do require BOS approval. The BOS must approve non
construction change orders greater than $500,000. 

• By comparison, in three other large jurisdictions in California, the threshold amount for a 
governing body approval was from $25,000 to $250,000, with some variances for 
construction and certain other contracts. Therefore, there is significantly less scrutiny of 
contracts required by the BOS for contracts with a value of less than $10 million. 

Several BLA recommendations addressed the oversight issu~, including (i) lowering the contract 
approval threshold to a number consistent with other cities, and (ii) changing the change order 
approval threshold to a cumulative amount as opposed to the current single change order 
threshold of $500,000. 

Perhaps the most important recommendation, and the one with which the CGJ is in total 
agreement is this: 

The Board of Supervisors should request that all City departments maintain contract 
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information in a uniform manner, recording original contract amounts, each change 
order and change in contract value, and final contract amounts, to be summarized and 
regularly reported to the Board of Supervisors.24 

We interviewed employees in other large cities and found that all of the cities had 
independent oversight of public works construction projects. All of the cities we 
researched required that construction project change orders that exceeded a specific 
threshold require city council approval. Other large U. S. cities have implemented 
independent oversight of construction projects through the creation of an independ~nt 
department of contract management in their DPW department. This unit monitors DPW 
construction project adherence to city policies. In these cities, the contract management 
department is independent and does not report to DPW architects, engineers or project 
managers. 

The lack of BOS oversight of all City construction contracts and the lack of independent 
oversight of DPW department construction projects should be remedied. 
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FINDINGS 

Based on the discussion above, we have the following findings: 

FL DPW should be commended for its adoption of the CMGC and design-build structures 
in large-scale projects and the Chapter 6 workgroup should be commended for 
working to streamline the construction contracting process in the City. 

F2. The current lowest bid-contracting environment is not optimal for the City, since it 
increases costs due to additional project change orders, and it reduces the number of 
quality contractors willing to bid on City projects. 

F3. The complexity of the contracting environment, especially as it relates to LB Es, 
reduces the pool of contractors willing to do business with the City, thereby limiting 
vendor selection. 

F4. Change orders are not managed uniformly across departments, which exposes the 
City to increased project costs. 

FS. Construction contract close out procedures are not followed, which can result in the 
City not receiving the services it contracted to receive. 

F6. The variety of construction projects in the City creates a mismatch between the 
design and engineering skills required for current projects and the skills of the staff, 
resulting in duplicate labor costs when outside firms are retained and excess capacity 
when there is a decline in construction activity. 

F7. The lac;k of integrated construction management systems and the failure to follow 
centralized construction management policies and procedures prevents the .City from 
generating citywide construction reports. 

F8. The City does not have an independent management group reviewing citywide 
construction performance reports and monitoring adherence to change orders and 
construction contract close out policies and procedures. 

F9. San Francisco City departments do not issue final reports on construction projects 
that are readily available to its citizens. 

RECOMMENDATIONS 

Rl. None 

R2. The BOS should amend Chapter 6 of the Administrative Code to require contractor 
performance as an additional criterion for awarding construction contracts. 
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R3. The CGJ recommends that the proposed Chapter 6 amendment make past performance a 
construction award criterion for all future City construction contracts including LBE 
subcontracts. 

R4. The Office of the Controller should implement a standardized change order management 
policy and require all City departments to adhere to the new change order policy. 

R5. The Office of the Controller should implement a standardized construction contract 
closeout policy and require all City departments to adhere to any new policy. 

R6. The BOS should request BLA or CSA to benchmark the City's design and engineering 
workforce organizational structure against comparable cities and issue a report within a 
reasonable timeframe. · 

R7. The Mayor should allocate financial resources in the current City budget to fund the 
Department of Technology hiring a consulting firm with extensive construction 
management expertise to develop citywide system requirements for the implementation of 
a construction management system. 

R8. Within a reasonable timeframe, the BOS should either request the CSA or BLA, or retain 
an outside firm, to benchmark the independent construction management structure of other 
cities and develop recommendations applicable to San Francisco. 

R9. The BOS should require each City department to issue final project construction reports 
within nine months of project completion for all construction projects and for the reports to 
be J?OSted on each department's website. 

REQUEST FOR RESPONSES 

Pursuant to Penal Code section 933.05, the grand jury requests responses as follows: 

Findings Recommendations Response Required 

Fl. DPW should be None 
commended for its adoption 
of the CMGC and design-build 
structures in large-scale 
projects and the Chapter 6 
workgroup should be 
commended for working to 
streamline the construction 
contracting process h1 the 
City. 

F2. The current lowest bid- R2. The BOS should amend BOS 
contracting environment is Chapter 6 of the Administrative 
not optimal for the City, Code to require contractor 
since it increases costs due performance as an additional 
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to additional project change criterion for construction 
orders, and it reduces the contracts. 
number of quality ., 

contractors willing to bid on 
City projects. 

F3. The complexity of the R3. The CGJ recommends that the BOS 
contracting environment, proposed Chapter 6 
especially as it relates to amendment make past Mayor 
LBEs, reduces the pool of performance a construction 
contractors willing to do award criterion for all future 
business with the City, City construction contracts 
thereby limiting vendor including LBE subcontracts. 
selection. 

F4. Change orders are not R4. The Office of the Controller 
managed uniformly across should implement a 
departments, which exposes 

standardized change order BOS 
the City to increased project 
cos~s. management policy and 

Mayor require all City department~ to 
adhere to any new change 

Office of the Controller order policy. 

FS. Construction contract close out RS. The Office of the Controller BOS 
procedures are not should implement a standardized 
followed, which can result construction contract closeout Mayor 
in the City not receiving the policy and require all City 
sei-vices it contracted to departments to adhere to any new 

Office of the Controller receive. policy. 

F6. The variety of construction R6. The BOS should request the BOS 
projects in the City creates a BLA or CSA to benchmark the 
mismatch between the City's design and engineering Mayor 
design and engineering workforce organizational 
skills required for current structure against comparable 

Office of the Controller projects and the skills of the cities and issue a report. 
staff, resulting in duplicate 

DPW labor costs when outside 
firms are retained and 
excess capacity when there 
is a decline in construction 
activity. 

F7. The lack of integrated R7. The Mayor should allocate BOS 
construction management systems financial resources in the current City 
and the failure to follow budget to fund the Department of 

centralized construction Technology hiring a consulting firm 
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management policies and with extensive construction Mayor 
procedures prevents the City from management expertise to develop 

generating citywide construction citywide system requirements for the 
Office of the Controller implementation of a construction reports 

management system. 
DPW 

F8. The City does not have an RS. The BOS should either request BOS 
independent management the CSA or BLA, or retain an 
group reviewing citywide outside firm, to benchmark Mayor 
construction performance the independent 
reports and monitoring construction management 

Office of the Contr9ller adherence to change orders structure of other cities and 
and construction contract develop rec9mmendations 
close out policies and applicable to San Francisco. 
procedures. 

F9. San Francisco City R9. The BOS should require all City BOS 
departments do not issue departments to issue final project 
final reports on construction reports within nine Mayor 
construction projects that month of project completion for 
are readily available to its all construction projects and for 

Office of the Controller citizens. the reports to be posted on each 
department's website. 

Reports issued by the Grand Jury do not identify individuals interviewed. Penal Code section 929 requires that reports of the 
Grand Jury not contain the name of any person or facts leading to the identity of any person who provides information to the 
Grand Jury. · 
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GLOSSARY 

Change Orders - Work that is added or deleted from the original scope of work for a contract 

Close Out Procedure - The process by which an awarding agency ensures that all provisions of 
the contract have been fulfilled 

Construction Management General Contractor - A process whereby an owner engages a 
contractor during the design process to provide input into the constructability of the design 

Design-Build - A method to deliver a construction project where the design and construction are 
delivered by the same entity 

Punch list - A list of tasks to be completed at the end of a construction project 

Turnkey Solution - An approach that can be immediately implemented in a given business 
process 

BLA - Budget and Legislative Analyst 

BOS - Board of Supervisors 

CGJ - Civil Grand Jury 

ACRONYMS 

CGOBOC-Citizens' General Obligation Bond Oversight Committee 

CMD - Contract Monitoring Division 

CSA - City Services Auditor 

DT-Department.ofTechnology 

DPW - Department of Public Works 

FTE - Full-Time Equivalent 

HRC - Human Rights Commission 

LBE - Local Business Enterprise 

MTA - Municipal Transportation Agency 

PUC- San Francisco Public Utilities Commission 

R&P - Recreation and Park Department 

SFFD - San Francisco Fire Department 
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Print Form 

Introduction Form 
By a Member of the Board of Supervisors or the Mayor 

Time stamp 

I hereby submit the following item for introduction (select only one): or meeting date 

~ 1. For reference to Committee. (An Ordinance, Resolution, Motion, or Charter Amendment) 

D 2. Request for next printed agenda Without Reference to Committee. 

D 3. Request for hearing on a subject matter at Committee. 

D 4. Request for letter beginning "Supervisor inquires" 

D 5. City Attomey request. 

D 6. Call File No. from Committee. 

D 7. Budget Analyst request (attach written motion). 

D 8. Substitute Legislation File No. 

D 9. Reactivate File No. '-I _____ _, 

D 10. Question(s) submitted for Mayoral Appearance before the BOS on 

Please check the appropriate boxes. The proposed legislation should be forwarded to the following: 
D Small Business Commission D Youth Commission D Ethics Commission 

D Planning Commission D Building Inspection Commission 

Note: For the Imperative Agenda (a resolution not on the printed agenda), use a Imperative Form. 

Sponsor(s): 

!clerk of the Board 

Subject: 

Board Response - Civil Grand Jury - San Francisco's City Construction Program: It Needs Work 

The text is listed below or attached: 

Resolution responding to the Presiding Judge of the Superior Court on the findings and recommendations contained 
in the 2014-2015 Civil Grand Jury Report, entitled "San Francisco's City Construction Program: It Needs Work;" and 
urging the Mayor to cause the implementation of accepted findings and recommendations through his/her department 
heads and through the development of the annual budget. 
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