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November 21, 2013

King County budget ordinance 17476, Section 63, contained the following proviso:

“P1 PROVIDED THAT: 

“Of the appropriation for CIP project 1046136, $100,000 shall not be expended or encumbered until the executive transmits an updated project management procedures manual and a motion that acknowledges receipt of the manual and the motion is passed by the council. The motion shall reference the proviso's ordinance, ordinance section, proviso number and subject matter in both the title and body of the motion. 

“The executive must file the manual and motion required by this proviso by April 1, 2014, 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, the council chief of staff, the county auditor and the lead staff for the budget and fiscal management committee or its successor. 

“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. 

“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. 

“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.’”




Proviso 1 Response

The Project Manager Procedures Manual dated May 1, 2013 (“the Manual”) addresses all areas noted in Proviso 1 (proviso language underlined and italicized for clarity) as described below.

Proviso Requirement:
“A. The procedures manual shall include, but not be limited to, the following information:” 

1. Proviso Requirement: 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.  
King County Auditor’s Office (KCAO) Findings in 11/17/11 Memorandum
I. 	As FMD continues their ongoing implementation of new tools and standardized project management processes, we recommend FMD:

a. Improve initial estimates of project scope, schedule, total project costs, and project management hours.

FMD Proviso Response to Address KCAO Findings
Section 2 of the Manual addresses initial estimates, before projects have been funded. This project initiation effort is refined in the subsequent section, which emphasizes reassessing the scope, schedule, and budget after the project is funded, and actively monitoring and maintaining these items throughout the life of a project.

Section 3.1.2 – Project Budget – establishes how the budget is managed in Unifier through Cost Sheets. See in particular page 33 on budget maintenance.

Section 3.1.3 – Project Schedule – provides guidelines for estimating the duration of key activities. 

The Manual also contains guidelines on negotiating fees and creating independent estimates in Section 4.1.4. This negotiation is critical to ensuring that the project stays within budget. 

b. Consistent with Capital Program Working Group (CPMWG) guidelines, develop a process for establishing a baseline cost, schedule, and scope, and, if applicable, thresholds for subsequently revising the baseline.

FMD Proviso Response to Address KCAO Findings
FMD has leveraged the Unifier software program to establish a controlled mechanism for creating a baseline for cost, schedule, and scope, and for managing to that baseline. 

Section 4.9 – Creating a Project Baseline – specifically addresses the process for creating the baseline.  
Section 5.3.1 – Rebaselining a Project – provides clear guidelines on when a project may be rebaselined and the approvals necessary for rebaselining. Project Management training emphasizes the criticality of this aspect of project management and the rigorous standards by which requests to revise the baseline will be assessed. The County’s policy on Rebaselining is included in the Manual as Appendix H.

c. Insure consistent project numbering conventions as FMD uses the new County finance and budget system by developing clear definitions of what constitutes a project and criteria for master and subproject convention use.

FMD Proviso Response to Address KCAO Findings
Master projects are appropriated by Council action. A subproject is created by the implementing agency when it is more practical or effective to manage and report on one element of the adopted master project’s scope separately. 

Section 1.2 of the Manual – Types of Capital Projects – clearly defines and describes the different types of projects assigned to FMD.  These include:

· 1.2.1 Major Projects
· 1.2.2 Discretionary General Fund Projects
· 1.2.3 Major Maintenance Projects
· 1.2.4 Client-Funded Projects
· 1.2.5 Leased Space Tenant Improvement Projects
· 1.2.6 Emergency Work

FMD has addressed the Auditor’s concerns about poorly linked master projects and subprojects by developing a system that has been provisionally approved by the Office of Performance, Strategy and Budget (PSB) for using the Oracle E-Business Suite (EBS) classification category and code fields to group master projects and subprojects.  PSB is currently developing countywide protocols for creating and reporting on subprojects; when finalized, these protocols will be adopted by FMD and incorporated into the next update of the Manual.

As an example, a master project/program and its subproject (such as the Americans with Disabilities Act [ADA] Improvements project [master] and King County Courthouse [KCCH] ADA Bathrooms [subproject]) will be assigned separate project numbers by EBS but will be given a shared classification code by FMD finance staff. When program finances are summarized and status reports are prepared it will be clear that 1) the ADA program has “expended” the budget that was transferred to the subsidiary KCCH project, and 2) the KCCH project budget and expenditures will be reportable as if it were a stand-alone project. This linking of project activity while retaining separate reporting capability was not possible with the old ARMS financial system, which was one of the circumstances that triggered the Auditor’s concerns about FMD’s ability to track budgets of projects with multiple funding sources. The current approach addresses those concerns.

Additionally, EBS allows a single program or master project multiple classification categories and codes; in the example above, the ADA master program is able to include any number of subprojects and accurately track and report on budgets and expenditures of both master and subprojects.

Finally, any funds remaining in the subproject’s budget after implementation is complete are returned to the master project.

II.	FMD should develop meaningful performance measures for capital project delivery to assess whether planned scope, schedule, and budget are achieved on individual projects and across their programs.  Beyond this, FMD needs to develop and use internal measures to inform management decisions and actions.

FMD Proviso Response to Address KCAO Findings
The Manual dated May 2013 ensures FMD Project Managers are responsible for reporting across the lifecycle of a project, starting with a Project Management Plan (Section 3.1 of the Manual) that must be reviewed and signed off on by Client and FMD Manager, and continuing through ongoing Project Reports (Section 5.3) that include project forecasts. A rigorous change management process (Section 6.13) provides clear direction to Project Managers regarding requirements and processes, including approvals, for any changes that may affect scope, schedule, or budget.

FMD has also implemented project reporting standards that comply with PSB’s Project Information Center (PIC) standards for reporting scope, schedule, and budget progress against baselines. These data are pulled directly from each project’s Unifier file. These standards will be incorporated into the Manual in the next update, in the spring of 2014.

III. FMD should develop and apply standards to ensure project cost and schedule estimates are consistent with best practice guidance for the project phase and level of confidence need for appropriate requests.

FMD Proviso Response to Address KCAO Findings
Section 2.3 – Cost Estimating – provides detailed instructions for developing cost and schedule estimates consistent with industry best practices, including completion of a Detail Estimate worksheet, General Conditions worksheet, Profit Factors worksheet, and Fee Negotiation worksheet. In addition, the Unifier program uses current salary and cost information from the EBS financial system. A link to the Washington State Architectural and Engineering Fee Guidelines is included in the Manual. Similarly, a link to Schedule Guidelines assists Project Managers in developing a detailed critical path schedule.

2. Proviso Requirement: “A timeline for the training and use of the updated manual by project managers.”

FMD Response to Proviso Requirement
All FMD Project Managers and support staff received training in the contents and use of the Manual in April 2013. Training consisted of three two-hour sessions for each participant. All training materials were provided to FMD so that new hires will receive the same training. The Manual has been in use at FMD since the completion of training.

3. Proviso Requirement: “Documentation of compliance with the executive's capital projects management work group countywide guidelines.”

FMD Response to Proviso Requirement
The FMD Project Management Manual follows the structure and format established by the CPMWG and contains all of the elements specified in the CPMWG guidelines.

4. Proviso Requirement:  “Documentation of Project Management Institute best practices and standards.”

FMD Response to Proviso Requirement
The FMD Project Manager who led the development of the Project Manager Procedures Manual is Project Management Institute (PMI)-trained and certified as a Project Management Professional (PMP). Therefore he is thoroughly familiar with the principles and practices embodied in the Project Management Book of Knowledge (PMBOK) Guide. Other FMD managers and staff who participated in development of the Manual have also received PMI training.

The FMD Project Manager Procedures Manual explicitly addresses the ten major knowledge areas for project management covered in the PMBOK Guide, including integration management, scope management, schedule management, cost management, quality management, risk management, and procurement management  

Also,while the organization of the FMD Manual is based on the CPMWG organizing structure, which generally follows the sequence of activities performed by a project manager in the course of a capital construction project, this organizing structure is consistent with the sequencing of the five process groups presented, in order, in the PMBOK Guide:

· Initiating
· Planning
· Executing
· Monitoring and Controlling
· Closing

In addition to an overall emphasis on PMI standards and best practices such as establishing a project charter, baselining, change control, risk management, the Manual begins with a list of Best Practices (p. 5) and includes embedded best practices quick tips highlighted throughout the document. An example from page 28 follows below:
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Be sure to complete the Cost Estimate Workbook before you fill out the CAP form.


										

The FMD Project Management Manual is not a substitute for PMI training and certification for project managers, but used in conjunction with the PMBOK Guide it provides FMD project managers with a comprehensive, consistent, standardized approach to project management based on King County requirements and industry best practices. 

Proviso Requirement:
“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.”

FMD Proviso Response:

Background
As an internal service provider, FMD has applied standard cost accounting practices to its capital program as those that are applied to the FMD Internal Service Fund.  As such, all “soft costs,” including management, training, space, utilities, and other overhead cost components are folded into the overhead “burden rate” charged to capital projects.  Other King County CIP programs, as well as those of other jurisdictions and the private sector, apply a variety of accounting practices for overhead.  For example, even within King County, some CIP groups have specific budgets for “training.”  Staff time in these groups is charged directly to the “training” budget, rather than accounted for in an overhead charge spread to all capital projects.  

In its response to this proviso, FMD did not attempt to thoroughly define – or opine on – the differing accounting methodologies.  Rather, the simple, summary information is provided as requested.  As such, the “overhead” component of the data is not an “apples-to-apples” comparison.  If Council is particularly interested in overhead accounting practices and methodologies – which can significantly impact CIP project management charges – FMD will work with PSB to conduct a more in-depth analysis of that subject.



Comparing FMD and Peers
Comparing the FMD project management costs (as percent of total) with peer public sector and private agencies’ costs involved researching publicly available data and requesting information directly. The research revealed that different organizations group projects into different size categories for reporting purposes, which made direct comparisons difficult. The following data have been aggregated into comparably-sized categories to the degree possible for ease of comparison.


	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
	
FMD Project Management Cost Analysis

At 15%, FMD’s average project management costs appear to be at the high end of the range of the agencies studied. Several factors contribute to the FMD overhead percentage:
· FMD’s capital program is heavily weighted toward small projects: Project management costs generally vary inversely to total project cost. While the overall level of effort to manage a large project will be greater than for a small one, many of the individual activities required for both are similar. For example, a moderate-sized project may require nearly the same number of team meetings as a large one, and procurement and contracting efforts,as well as schedule and budget development, control and reporting will require a similar amount of a project manager’s time for all sizes of projects. Half of FMD’s Major Maintenance program projects have budgets under $350,000, which may tend to raise FMD’s average PM costs as a percentage of total compared to other entities.
· FMD project managers earn close to top scale: The majority of FMD’s capital project managers are relatively senior, in terms of both classification (7 of 10 are at the highest CPM classification) and longevity (of those, all are at the top salary step, with some receiving an additional 5% merit supplement). This results in a relatively high billing rate. By comparison, even with a comparable overhead rate (see below) City of Seattle Capital Development and Construction Management (CDCM) project managers’ salaries average approximately 11% lower than FMD’s.
· FMD overhead rates add additional costs: Facilities Management is an internal service fund that provides services to other King County agencies. Because Government Accounting Standards prohibit one fund from benefiting another, FMD is required to fully recover all costs associated with services that benefit other agencies. As such, non-salary benefits and all administrative and other costs arising through apportioned section, division, department, and Executive branch costs must be recovered through an indirect overhead charge added to project managers’ hourly fees. While direct overhead costs such as benefits and paid time off add approximately 75% to project managers’ direct hourly compensation rates, within the range of other King County agencies, FMD’s indirect overhead costs add an additional 175% for a total billing rate of 354% times base pay, the highest combined overhead rate in King County (though effectively equal to the City of Seattle’s CDCM’s 353% total billing rate for its capital project managers). This yields an “all-in” billing rate of approximately $185 per hour for FMD’s capital project managers.
Proviso Requirement:
“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 on July 22, 2009, in the ‘Summary of Business Case Revisions.’”

FMD  Proviso Response:

Compliance with 7/22/2009 Unifier Business Case:  The revised business case for the Unifier program presented to the Project Review Board made the following points, all of which have been achieved as shown below in excerpts from revised Business Case

· This project specifically addresses the need for a construction project management information system as identified in the June 2009 SAO audit finding 1A:  King County does not have an adequate construction project management information system.  In the County Executive’s Audit Action Plan and Progress Report sent to the Council July 8, 2009, FMD’s effort to automate its construction management record keeping is listed under “actions taken” along with “the complete development of the Facilities Management system…” being listed under the heading of “actions planned.”

· The proposed system would also address the June 2009 SAO Accountability Findings 1B and 1C.  By using one system for all tasks associated with projects, the Facilities Management Division of the Department of Executive Services will be able to ensure that standardized management procedures will be followed.  An automated system will also ensure consistent adherence to a standardized file structure.  It should be noted that these file structures can be reconfigured by an administrator level end user at any point.  The proposed system is flexible and can accommodate change without the need for additional consultant time and fees. 
· All FMD CIP business practices, including contracts, work orders, amendments, RFIs and other changes; pay requests; construction drawings and specifications; correspondence, meeting minutes and inspection records; project forms and templates, and the Project Management Procedures Manual itself, are maintained within Unifier and available for review by management and reconfigurable by support staff . The following graph reflects the degree of usage for document storage and control:
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· The proposed solution combines workflow, document management, scheduling and financial tools that draw data from a single database.  By using one system for the design and implementation of capital projects, FMD will realize its four main objectives:  increased efficiency, enhanced transparency and accountability, reduced risk and standardization of business practices.
· All of these objectives have been accomplished. Efficiencies have increased partly because many internal administrative procedures – especially regarding contract administration, review, and approval – were streamlined in the course of configuring the business practice models within Unifier. Also, having a single storage point for all project documents simplifies and speeds up record storage, sharing, and retrieval. This is especially true for information sent and received between FMD and consultants and contractors, all of whom are trained and required to use Unifier for all project documentation. Management has easy access to project information, making projects more transparent. Standardized reports showing scope, schedule, and budget variances, are easily generated from Unifier, improving accountability. This standardization of project practices, documentation, and storage locations and formats has reduced risk by facilitating management review and ensuring completeness. The Project Manager Procedures Manual describes the use of Unifier at each phase of a project’s life.

· The proposed solution is scalable and serves as a pilot for County agencies who have not automated their processes. 
· Unifier is scalable up or down, making it adaptable to other agencies’ needs. In addition, its internally modeled business processes can be easily modified to reflect other agencies’ individual approval, documentation, or reporting protocols. Although most other King County agencies have adopted their own project management software tools, Unifier is currently being used by the Department of Natural Resources and Parks (DNRP) Parks Division and has been demonstrated to other County agencies that are still in the process of developing systems to comply with Executive policies requiring greater uniformity across capital programs. 
· The proposed solution is flexible and can accommodate changes that may occur in FMD’s process as a result of the newly formed Capital Projects Standards Steering Committee.
· All processes developed by the CPSSC and its successor the Capital Project Management Work Group have been, and continue to be, incorporated into Unifier.

· This project is planned in concert with the Accountable Business Transformation Program (ABT) for integration with the Oracle Finance System, with the Electronic Records Management Project (ERMS) to archive inactive records and with the Capital Projects Standards Steering Committee to adopt countywide standards as they are approved.
· Because the configuration of Unifier took place while Oracle EBS was being developed in the ABT Program, an effort was made to ensure that all coding for project Phases, Tasks, Subtasks, Schedules of Values (pay codes), and billings comply with EBS standards. Unifier is completely compatible with ERMS, and has been approved by the State of Washington as a repository of electronic original documents.

Conclusion

FMD has upgraded its project management practices and systems to best business practice standards.  Significant improvements have been made in capital project management through the revision of the Project Manager’s Procedures Manual and the Unifier software system. 

In addition to addressing past recommendations for improvement,the combination of the Manual and Unifier provides additional advantages:
· Project managers have a consistent, uniform, comprehensive road map to guide them through both standard and infrequent project activities;
· Quick Tips and best practices embedded at appropriate places in the manual provide virtual mentoring at predictable decision points;
· Project management institute terminology and best practices, increasingly considered industry standard, are promulgated within FMD;
· Project management processes such as contract changes and billing approvals are standardized and managed in a single location available to all project, management, and administrative staff;
· Project budget and expenditures information is available much nearer real time than previously;
· Project information, including contract language, design and specification documents, team communications, and consultant and contractor contact information, are readily available to all team members and division management from any computer;and 
Contract-related workflows, meeting minutes, contractor requests for information, designer approvals, and other documents can be created using templates, reviewed, approved,  executed, and permanently recorded much faster than previously, with increased standardization and reduced error.
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