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STAFF REPORT
SUBJECT:

Proposed Motion 2013-0504 would accept the response to a 2013 Department of Executive Services budget proviso and authorize the release of $100,000 of project budget authority.
SUMMARY:
A 2013 budget proviso in the amount of $100,000 required the Executive to transmit by April 1, 2014, an updated project management procedures manual for the Facilities Management Division (FMD) that standardized work procedures in response to county auditor recommendations.  The manual was to include a timeline for training and use, documentation of compliance with county guidelines, and documentation of best practices.

The proviso also required a comparison of FMD capital projects management charges with the public and private sector.  
Finally, the proviso required an explanation of how the manual and new FMD “Unifier” project management system address the 2009 business case justification for the new system.
In November, 2013, the Executive transmitted the project management procedures manual and required responses. The manual incorporates work from countywide efforts to standardize capital project management practices. In conjunction with FMD’s project management tracking system, Unifier, the standardized procedures will allow FMD to manage capital projects more consistently and with greater supervision and accountability.
BACKGROUND:
In 2011, the Council asked the County Auditor to conduct a special study of how FMD manages capital project delivery, due to concerns with delays in completing projects, the amount of carryover funds for unfinished projects, scope changes, rising or incomplete cost estimates, and other issues.  Three types of capital projects managed by FMD include major maintenance, building repair and replacement, and parks capital programs. Further work was requested, via this proviso, in the 2013 budget. 
The proviso required the Executive to, by April 1, 2014:
· Project Management Manual - Transmit an updated project management procedures manual. The manual shall include:

· Standardized work procedures that respond to deficiencies and recommendations contained in the November 2011 special study by the County Auditor

· A timeline for training and use of the manual

· Documentation of compliance with the Executive’s Capital Projects Management Work Group (CPMWG) countywide guidelines, and

· Documentation of Project Management Institute (PMI) best practices and standards

The proviso also required the Executive to transmit the following:

· Charges for Services - A report comparing the competitiveness of FMD’s capital projects management charges for services with at least three peer public sector institutions and one major private sector institution of similar size and complexity, showing the percentage of project management charges to overall project costs for a range of project sizes.

· Unifier Software Justification - An explanation of how the procedures manual and Unifier project management software system address the 2009 business case justification for the system.

Capital Oversight

Capital project oversight has been a subject of ongoing concern to the Council.  In 2008, for example, the Council in Motion 12905 directed the Council, County Auditor’s office and Executive staff to work collaboratively to replace the existing capital project reporting structure in favor of a reporting structure designed to improve the value and timeliness of report content. 
In 2009 a state accountability audit raised concerns about capital project oversight.  The Executive convened the Capital Projects Standards Steering Committee to develop consistent capital project standards to address key aspects of project development, management, reporting, record keeping, and performance measurement.  The Council adopted Ordinance 16764 that created phased appropriation requirements for some larger capital projects and standardized requirements for all capital appropriation requests.
In 2010, Executive Order CIP 8-1 (AEO) created the Capital Projects Management Work Group (CPMWG). The CPMWG consists of representatives with project management experience across King County departments. The CPMWG was charged with developing comprehensive, consistent capital project management standards, terminology, and templates to be utilized by all county agencies responsible for capital projects.
FMD used the CPMWG template in creating its project management manual.

Transmittal
In November, 2013, the Executive transmitted the updated FMD project management manual and provided the other information required by the 2013 budget proviso.  
ANALYSIS:
Project Management Manual
A.  The procedures manual shall include, but not be limited to, the following information:
1. Standardized work procedures for managing all capital projects that respond to the deficiencies and recommendations contained in the auditor's memorandum ("Special Study of FMD's Management of Project Delivery") to councilmembers dated November 17, 2011;

2.  A timeline for the training and use of the updated manual by project managers;

3.  Documentation of compliance with the executive's capital projects management work group countywide guidelines; and

4.  Documentation of Project Management Institute best practices and standards.
Response to Auditor Study
The proviso requires that the FMD manual include standardized work procedures that respond to deficiencies and recommendations in a November 2011 special study by the County Auditor. The proviso response identifies procedure manual sections that correspond to of each the County Auditor’s recommendations.  As such, it fulfills the information requested in Section A.1. of the proviso.

The Auditor’s special study highlighted three main areas for improvement: 1) Inconsistent FMD processes for developing initial scope, schedule and budget result in unrealistic or incomplete budget requests; 2) FMD lacks meaningful performance measures; and 3) FMD should apply standards to ensure cost and schedule estimates are consistent with best practices.
1) Estimating scope, schedule, budget
The new manual addresses how to make initial estimates, emphasizes reassessment after the project is funded, and has procedures for active monitoring throughout the life of a project.

An example provided by FMD of how their estimating practices have improved, is that previously, initial estimates were done superficially in advance of having a budget.  Now FMD requests budget preparation funding to allow project managers (PMs) to devote more time and do a more thorough initial estimate. The process is captured in the manual.
Another practice that has improved estimating is that CPMWG guidelines provide standards for baselining
 cost, schedule and scope.  This is discussed further in the performance measures section below.

2) Performance measures

One of the original charges of the CPMWG was to define “project baseline” and develop common standards for using it as a basis for measuring and reporting project variance.  The FMD manual incorporates the baseline definition created by the CPMWG.  The manual also includes a rebaselining policy and a standard form for requesting rebaselining (Appendix H of the manual).
The county also now uses a “red/yellow/green” reporting system calculated from the baselines.  The reports are designed to consistently and uniformly compare current estimates of final cost and schedule to the baselined values. Project values that deviate from the baseline plan by standardized amounts are flagged with color codes.  The FMD manual covers project workflow and includes the collection of data and reporting by PMs that feeds into the red/yellow/green system. 
It is worth noting that the improvements in the manual are the result of memorializing a set of standards and guidelines that have been developed countywide in response to Council capital oversight ordinances, provisos, and Executive work groups. The manual applies these developments to FMD and provides a reference tool that PMs can follow to ensure compliance with the new standards. The use of these standardized processes will greatly contribute to the ability of project supervisors as well as Council staff to monitor projects.

3) Cost estimate best practices
The manual provides detailed instructions for developing cost and schedule estimates. FMD states that these are consistent with industry best practices. Links to best practice guidelines are included in the manual (which is electronic).
One of the benefits of the manual identified by FMD is that it has standardized estimating forms and procedures. Information and estimates are gathered in one place and one format. This reduces errors from PMs who previously recorded cost estimates in different ways with different assumptions.  This previously created problems with things like consultant fees or contingency amounts, when one PM would develop an estimate but another would implement the project.
Timeline for Training and Use
All FMD PMs and support staff were trained in April 2013. New hires will receive the same training. The manual has been in use since the completion of training.  Of note, the manual is electronic. It takes advantage of the medium by embedding links and having YouTube segments in the Help menus. This in effect allows training to be an ongoing process.
Compliance with CPMWG Guidelines

FMD states that the manual follows the structure and format established by the CPMWG and contains all of the elements specified in the guidelines.  This appears to be the case. For example, the FMD manual adopts phase definitions developed by the CPMWG and the chapters are organized around those phases.
Documentation of Best Practices

FMD states that staff who worked on the manual were trained in Project Management Institute best practices. The proviso response also states that the ten major knowledge areas for project management best practices are covered in the manual. The manual begins with a top 10 list of best practices (p. 5 of manual) and has best practice tips highlighted throughout it.
Charges for Services
B.  The executive's transmittal shall include a report that compares the facility management division's capital projects management charges for services with at least three peer public sector institutions and one major private sector institution of similar size and complexity.  Further, the comparison shall include the percentage of project management charges to overall project costs for a range of project sizes.  The comparisons must analyze whether county management charges are competitive with those of other institutions.

The proviso response compares FMD PM charges for services on major maintenance projects to five other institutions, including three public sector and two private sector. The results of their comparison, on p. 7 of the proviso response, are reproduced in the table below:
Table 1. Comparison of FMD PM charges to other entities
	Agency/Entity
	Period
	Project Size
	PM Cost as % of Total

	KC FMD Major Maintenance projects
	2007 - 2012
	$0 - $2M
	15%

	City of Seattle
	2012
	$350K - $1M
	7%

	University of Washington
	2004
	$0 - $5M
	9%

	Purdue University
	N/A
	$0.5M - $6M
	3.5% - 6%

	Turner and Townsend (1)
	N/A
	$0 - $10M
	11% - 18% 

	Construction Management Association of America (2)
	N/A
	$1.7M - $16.5M
	1% - 14%


Notes:
(1) Project management and construction consultant


(2) Industry trade group

As a caveat, in many cases it was difficult for FMD to obtain detailed information, as they had to rely on what entities were willing to share. As a result, the table reflects rough estimates. A neighboring county might be more comparable than the institutions that were surveyed, but FMD reported being unable to obtain costs from at least Snohomish County.

FMD’s average PM cost is 15 percent of the total project cost. That amount is on the high end of the public agencies surveyed, but closer in range to the private entities surveyed. FMD attributed the high cost to three factors, discussed below.
First, FMD has many small projects. FMD states that overall level of effort to manage a large project is generally greater than a small one, so it tends to raise FMD’s average costs. This is because all projects require at least some minimum level of activity to manage, so it tends to reflect a larger percentage of a small project’s total cost.
Second, FMD PMs are relatively senior, with most PMs in the upper half of their job step classification. FMD also noted that Seattle’s Capital Development and Construction Management (CDCM) project managers have salaries approximately 11 percent lower than FMD’s. City of Seattle capital project coordinators have fewer ranges in their classification and lower maximum salaries than King County capital project managers.
Third, FMD is an internal service fund.  Indirect overhead for FMD’s portion of Executive branch administrative costs are added to PM hourly fees. FMD reports that these indirect costs add 175% to the PM base hourly fee amount, compared to 75% for direct overhead. The total billing rate is $185 per hour, with PM hourly fees comprising approximately $52 of the total.  However, FMD also states that the total billing rate compared to base pay is equivalent to Seattle’s CDCM’s rate for its capital project managers.  Therefore, overhead charges may not be a distinguishing factor at least as compared to public entities.
Unifier Software Justification

Further, the executive's transmittal shall explain how the procedures manual and the facilities management division unifier project management software system address the business case justification presented to the project review board for the new system in July 22, 2009, in the "Summary of Business Case Revisions."
As discussed in the 2009 Information Technology Business Case for acquisition of the Unifier project management software system, Unifier was selected as a system that could combine workflow, document management, scheduling and financial tools drawing data from a single database.  Standardized management procedures allow better document control, integrated reporting, efficiency, transparency, and reduced risk of errors. 
Prior to the implementation of Unifier, FMD’s Capital Planning and Development section used a variety of different tools to manage capital projects and track performance. These tools included Microsoft Office applications, MS Project, the county’s ARMS financial system, and a variety of manual processes.
All FMD CIP business practices, including contracts, work orders, amendments, pay requests, construction drawings, correspondence, meeting minutes, inspection records, project forms, templates, and the Project Management Procedures Manual are all maintained within Unifier.  They are all available for review by management. 
FMD reports increased efficiencies, such as the streamlining of contract administration, review and approval. There is increased transparency since management can access all project information. Standardized reports showing scope, schedule and budget variances can also be generated from Unifier, increasing accountability.
Between implementation of the Project Management Procedures Manual and the Unifier software system, FMD states that significant improvements have been made in capital project management. Previously, when the Council required capital project information, it was labor intensive. For example, scope schedule and budget information for major maintenance projects that were produced quarterly in response to Council provisos in 2010 and 2011 required a large amount of hand-generated data.  Moving forward, the FMD manual and software system appear to be positive advancements in capital project transparency and accountability.
REASONABLENESS:
The proviso response meets all of the elements required by the proviso.  Approval of Proposed Motion 2014-0504 would constitute a reasonable and prudent business decision for the committee.  
ATTACHMENTS:
1. Proposed Motion 2013-0504 (with Procedures Manual excerpts pp. 1-30, 163-174; full copy available in Legistar)
INVITED:
· Kathy Brown, Director, Facilities Management Division, Department of Executive
Services
· David Broussard, Capital Projects Managing Supervisor, Facilities Management Division

· Sid Bender, Budget Manager, Office of Performance, Strategy & Budget

�� A baseline is a reference point used to compare how performance over time deviates from the original plan.





