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SUBJECT

A briefing on the recommendations being developed and refined in the Cost Estimating Technical Working Group, established in response to Proviso P1, Section 110 of the Biennial Budget Ordinance 17941, improving Wastewater Treatment Division (WTD) capital projects cost estimating.

SUMMARY

The 2015-2016 Biennial Budget for the Wastewater Treatment Division included a proviso requiring a work plan to address planning-level cost estimating:  

P1 PROVIDED THAT:
	Of this appropriation, $450,000 shall not be expended or encumbered until the executive transmits a motion approving a detailed work plan for a technical working group regarding wastewater treatment division ("WTD") capital projects, and the motion is passed by the council.  The motion shall reference the subject matter, the proviso's ordinance, ordinance section and proviso number in both the title and body of the motion. 
	A.  The technical working group shall be charged with reviewing and making technical recommendations to the executive and council regarding:
1.  The processes to establish and update planning level cost estimates for WTD capital projects from the time that a project is identified through the preliminary design process until the project reaches the thirty percent design completion; and
2.  The processes WTD uses to consider or reconsider projects as they move from project identification to thirty percent design and the establishment of a baseline budget. 
	B.  The work plan shall identify:
  1.  Participants in the technical working group, including, at a minimum, council staff, executive staff and interested stakeholders representing the regional water quality committee, and the metropolitan water pollution abatement advisory committee;
2.  The proposed schedule of meetings and deliverable dates for recommendations; and
3.  A description of third-party facilitation, if any, to support the technical working group.

The proviso was based on recommendations in a report by the County Auditor, which noted the need for strengthening cost estimating processes for planning-level cost estimates for WTD capital projects.  The RWQC and Council have approved the transmitted work plan, and WTD has retained a consultant and coordinated the first meeting of the Technical Working Group.  Today’s briefing will provide an update on project status.  

BACKGROUND

WTD Capital Cost Estimating 
The 2015-2016 County Budget for the Wastewater Treatment Division included a proviso requiring the formation of a Technical Working Group on Capital Cost Estimating.  The proviso was developed based on the September 2014 Performance Audit of the Georgetown Combined Sewer Overflow Project.  While noting that the Wastewater Treatment Division “is experienced in managing large capital projects and follows some best practices”, the Audit also indicated that “WTD’s planning-level cost estimation process needs improvement and King County faces potentially significant increases on projects in its CSO program, including the Georgetown project.”  The Audit included a Recommendation 2:
	“The Wastewater Treatment Division should continue to take steps to improve the quality of its planning-level cost estimates, including:  
a) Continuing to apply changes to WTD’s contingency policy in its cost estimates
b) Continuing to work with a consultant to identify and implement methods to improve planning level cost estimates
c) Developing planning-level cost estimation guidelines
d) Developing techniques to use historical information to inform estimates of likely costs of projects
e) Employing independent validation of early cost estimates”
As noted, the Audit was dated September 9, 2014, shortly prior to the Council’s consideration of the 2015-2016 County Budget.  The Council included the proviso language noted above in the approved Biennial Budget, requiring the transmittal of a work plan for a technical working group to make recommendations on planning level cost estimates on WTD capital projects, through the 30% design level.  
Work Plan and Technical Working Group
On May 28, 2015, the Executive transmitted Proposed Motion 2015-0181, providing a work plan to establish a Technical Working Group on Cost Estimating.  The Work Plan noted that WTD would procure a cost-estimating consultant to assist the Technical Working Group in its review and development of technical recommendations, and 
· improvements to the quality of long-range planning level and early capital design cost estimates
· development of a trend analysis program to document decisions and track costs and changes
· development of metrics for cost estimates
· development of training materials and staff training; and
· preparation of alternative planning level, design level and construction cost estimates.
Membership of the Technical Working Group was proposed and does include:
· Council Staff
· RWQC
· Director’s Office, DNRP
· Director’s Office, WTD
· Project Planning and Delivery Section, WTD
· Finance Section, WTD
· Peer Public Agency
· MWPAAC

The work plan noted that most of the work would take place in the remainder of 2015 and throughout 2016.  The cost-estimating consultant is anticipated to be available to WTD on an as-needed basis for up to five years.  The Technical Working Group will review the progress and work products of WTD and its consultant pertaining to planning-level cost estimate processes, and processes for considering or reconsidering projects as they move from project identification to thirty-percent design and establishment of a baseline budget.   

Technical Working Group Consulting Support
For consulting support, WTD negotiated a Project Control and Project Cost Estimating Services Contract with Value Management Strategies (VMS).  The contract outlines a variety of work to assist in improving the quality of its total project life cycle cost estimating processes, including planning-level and early design cost estimates, methods, tools data sources and assumptions;  recommend contingency standards for total project cost estimates; recommend a process to implement independent validation of early design cost estimates; recommend a trend analysis program to document decisions, costs and changes over time.  

VMS is also expected to provide staff training on accepted recommendations; as well as  assisting , supporting and making presentations to various county management stakeholders, technical work groups and council members.  
The original timeline anticipated that the Technical Working Group would finalize technical recommendations by November 15, 2016, for presentation to the RWQC on December 7, 2016.  Although discussion of the best timing for presentation to the Council and it’s committees is on-going.
Workshops, work sessions, and associated activities have continued throughout 2016, facilitated by the VMS consultant team. WTD participants have included key Project Planning and Delivery (PPD) Section staff from the Planning, Engineering, Project Management and Project Control Units, and the Finance Section.  Pilot testing of the recommendations is being conducted through more than 85 projects. 
The following recommendations were developed through this extensive work effort with the consultant and as TWG apprised, updated and solicited for input for each subject area.  These recommendations will result in more cost effective and efficient long-term system planning and conceptual estimating processes. VMS used the following phased approach:
1. Identifying Areas of Opportunity
a. Strengths, Weaknesses, Opportunities & Threats – SWOT Analysis
b. Organizational Analysis
c. Staff and stakeholder interviews and surveys
2. Solution Identification
a. Proof of Concept
b. Pilot Projects and Concept Testing
c. Plan, Do, Check, Adjust – PDCA Continuous Improvement Cycle
3. TWG Collaboration
a. Facilitation and coordination
b. Conceptual discussion
c. Incorporate feedback
d. Intra-agency lessons-learned
4. Implementation (to follow recommendations)
a. Staff education and training
b. PDCA Refinements
c. Lessons-learned

Improvements to WTD’s long-term system planning and conceptual estimating practices will address:

1. Estimating (and basis of estimates and documentation)
2. Trend Analysis
3. Contingency
4. Risk Management
5. Work Breakdown Structure & Coding

Today’s briefing will describe progress to date and draft recommendations that are being refined at this time.  

INVITED

1. Lisa Taylor, Project Control Unit Manager, Wastewater Treatment Division
2. Greg Brink, Value Management Strategies, Inc.
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