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On December 7, 2010, the Budget and Fiscal Management Committee heard this item, amended it to update the attachments with the latest version and forwarded it to the County Council with a do pass recommendation.

REVISED STAFF REPORT

SUBJECT:  

Proposed Motion 2010-0597 would accept the Facility Management Division's Capital Project Third Quarter 2010 Report required by a proviso on the Facilities Management Internal Service appropriation in the 2010 Budget Ordinance, Ordinance 16717.  The proviso pertains to all capital projects managed by the Facility Management Division.  Approval would release $250,000 in appropriation authority for the Facility Management Division.
BACKGROUND:

During the budget process in 2009, there was concern about how FMD managed capital projects and how much carryover of project budgets was occurring relative to other agencies.  A proviso was included in the 2010 Budget that required FMD to identify the status of all of its capital projects and how many project management hours and appropriation had been expended on each project. By proviso in the 2010 budget, the Council required the Facilities Management Division (FMD) to produce three quarterly reports on the budget, status and project management hours for all capital projects managed by FMD.  
The proviso stated:

P2 PROVIDED FURTHER THAT:


Of the appropriation, $750,000 shall not be encumbered or expended contingent upon the following:  the executive preparing and transmitting to the council quarterly reports on all capital projects managed by facilities management division including parks, building repair and replacement and major maintenance reserve fund projects.  Each report should include, but not be limited to:  (1) the original scope, budget and schedule for each project; (2) the current status of the project, whether it is on time or delayed, and if so the length of the delay; (3) the number of facilities management division project management hours expended on each project; and (4) the amount of appropriation expended.  Each report should also identify any milestone or work item that was to be completed in the quarter and whether they were missed or not completed.  The first report, reporting on the first quarter of 2010, is to be delivered no later than April 30, 2010, the second report, reporting on the second quarter of 2010, no later than July 31, 2010, and the third report, reporting on the third quarter of 2010, no later than October 31, 2010.  Upon transmission of each of the first two quarterly reports, one-third of the original expenditure restriction amount will become available for encumbrance or expenditure.  For the third quarterly report, once the council accepts it by motion, the final $250,000 of the expenditure restriction will be available for encumbrance or expenditure.


If any report is not transmitted within fifteen days of the dates required in this proviso, $250,000 in appropriation authority shall lapse for each such untimely report.


Any report required to be submitted by this proviso must be filed in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers and to the committee coordinator for the budget and fiscal management committee or its successor.

The first two reports were generally responsive to the items requested by the proviso and upon receipt of each of the reports, $250,000 in appropriation authority was released.  However, the format of those first two reports made interpretation of the information very difficult.  Accordingly, FMD and the Office of Management and Budget worked with Council staff to develop a template for the third and final proviso report.  The development of the template proceeded upon the agreed-upon objective of the original proviso which was as follows:

The Council needs data that establishes how project managers are used across all FMD projects, measured against where a project is in terms of its budget and schedule; these pieces should inform the usage of carryover in FMD.
Proposed Motion 2010-0597 would have the Council accept the third and final report due under the proviso.
ANALYSIS:

There were a total of 185 projects in the report submitted by FMD.  The information requested for each project includes the following elements:

Scope
· A description of the project number, name, and scope of work

Budget

· Year of first appropriation and the initial appropriation amount

· Life to date appropriation, expenditures, and encumbrances

· Remaining balance of appropriation

· Expenditures incurred in 2010 and planned for the remainder of 2010 and 2011

· Original estimate and current estimated cost of project at completion

· Baseline cost (i.e., the estimated total project cost that is made when the project is about 30% through design) and date baseline was set

· Indication of whether the scope, schedule, or budget changed, and if so, when and what changed

Schedule

· Current project phase

· Project status, e.g., whether it is on hold

· Planned start and completion dates of each phase (preliminary design, design, construction, and closeout)
· Actual start and completion dates of each phase

Project Management

· The project manager associated with the project

· Life to date project management hours

· Project management hours incurred in 2010 and planned for the remainder of 2010 and 2011

· Total project management hours planned for the project
FMD's third quarter report included all of the elements listed above.  As transmitted, there were some categories that had a significant number of missing data.  For instance, only 30 of the 185 projects reported planned expenditures in 2011.  From the original dataset, it was not possible to determine whether fields were blank because information was not provided by the project manager, or whether it indicated a lack of activity that should appropriately be a "0" or a "not applicable."  Council staff requested that this information be clarified; an updated dataset provided by FMD is included in the proposed amendment.

Another difficulty with FMD's third quarter report was that scheduling information was provided in a separate worksheet and was reported by milestone categories that did not necessarily correspond to the requested phases of preliminary design, design, construction and closeout.  Due to the way in which scheduling information is maintained in FMD's system, collecting the requested scheduling information required an extensive amount of work by FMD staff.  Council staff continue to work with FMD to ensure that the scheduling information is categorized in a way that allows for easier interpretation and analysis.  An updated dataset that clarifies some of the scheduling categories is included in the proposed amendment.  Ultimately before this data can be fully analyzed it will have to be combined into one database with the other report submitted by FMD.  Work on this dataset continues.

Summary
The proviso requires that before $250,000 can be expended by FMD, the Council must approve FMD's third quarter capital project report by motion.  As stated in the motion:

1. The 2010 budget ordinance required the preparation of quarterly reports for the first three quarters of 2010 to include original project information, project status information, project management hours and appropriation expended with quarterly milestone status.  

2. The Council and Executive staff negotiated modifications to the list of required capital project information for the third quarter, and

3. The report developed and transmitted was prepared according to the negotiated report content requirements.

Therefore, it would be appropriate for the Council to accept FMD's capital project report for the third quarter of 2010.

Next Steps
Now that the third quarter proviso data has been received, the next step will be to work with FMD and OMB to do data clean-up, including consolidating the information in the two attachments into one database.  Council staff will then perform an analysis of the data to accomplish the objective of capturing how FMD uses project managers and how FMD performs in keeping its projects on budget and on schedule, to better inform FMD carryover of projects.
REASONABLENESS:

The elements of the proviso have been met.  Approval of Proposed Motion 2010-0597 with the proposed amendment would release $250,000 in appropriation authority and appears to be a reasonable and prudent financial and policy decision.  
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