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 “Carrying over” unexpended project appropriation from one year to the next is a tool used by most capital programs to reflect the typical multiyear durations of projects.  Excessive amounts or durations of carried-over funding may be an indication of inefficiency, lack of tools or training, or other project delivery problems.
Cash flow estimates and targets can be helpful in describing and quantifying carryover.  The “30-60-10” performance target outlined in the 2010 Major Maintenance Reserve Sub-Fund (MMRF) budget proposal described a performance metric that compared actual expenditures to goals of expending 30% of available funds in the year of initial appropriation, 60% in the following year, and the remaining 10% in a third and final year.  This metric reflects the expectation that a typical project would be in planning and design phases in Year 1, final design and construction through substantial completion in Year 2, and closeout in Year 3.

As implemented (see accompanying spreadsheet 30-60-10 Performance Measure by Year for MMRF Projects Appropriated in 2010.xlsx) this performance measure has yielded useful information about the program and some individual projects.  Because it relies on year end values, however, it may provide too little information too late to allow managers to intervene in a problem project in a meaningful way.
One complicating factor within the MMRF program is that many projects (typically about two-thirds) are appropriated over multiple years, generally by phase.  This approach to appropriation obscures the metric because it raises the question of which appropriation amount should be used as the denominator – specific year, cumulative, or estimated (future) total – when the expenditure percentage is calculated prior to final appropriation.
The Facilities Management Division (FMD); Office of Performance, Strategy and Budget (PSB); and King County Council (KCC) staff are proposing to modify this metric in two ways to make it more meaningful:  1) Use a project’s projected final cost (“Estimate at Completion” or EAC) as the denominator in the calculation, and 2) Set the expenditure targets by project phase rather than by calendar year.  A preliminary draft model based on the third quarter 2011 MMRF project status update report (see accompanying spreadsheet 30-60-10 Performance Targets by Phase.xlsx) has been prepared using these proposed modifications.  This model will continue to be refined, to be finalized before the proposed 2013/2014 MMRF budget is transmitted to council.
As previously mentioned, a more predictive performance measure could also be useful in managing carryover.  Based on the understanding that a project that is progressing on schedule will probably be expending its funding at approximately the scheduled rate, we propose a series of strategies to improve budget accomplishment rates and reduce carryover by reorienting the MMRF program’s management priorities to focus on schedules to a much greater degree than in the past:

1) Assign and kick off new projects early in the year to help develop realistic project plans to inform additional budget requests within the same year;

2) Reduce multi-tasking and other distractions to Project Managers by controlling the number of simultaneous projects and reprioritizing projects periodically (increased use of temporary staffing may be required);

3) Develop a realistic spending plan as part of each project’s baseline schedule.  This cash flow information will be entered into the new budget system for use in an accomplishment rate review at the fund level;

4) While continuing to control project budgets, increase supervisory and management focus on project schedules:

a. frequent, periodic status and direction meetings with project managers;

b. mandatory baselining of scopes, schedules, and budgets for all projects;

c. regularly revised Estimates at Completion;

d. developing and implementing approval “gates” at baseline and Notice to Proceed steps;

e. developing and implementing automated actual vs. planned reports for scopes, schedules, budgets, and carryover;

5) Use “fast track” implementation methods (work order/Job Order contracting) where possible;

6) Utilize all available methods and develop new ones, as appropriate, for quickly reallocating funds from projects that are completed, stalled, or on hold for more than 12 months, to projects needed more funding to meet or accelerate schedules.

FMD, PSB, and KCC staff are currently working together to develop quarterly reports that will include all MMRF projects using the “Project Information Center” (PIC) performance reporting system developed by PSB and the Capital Project Management Work Group.  This system, which currently reports only on projects exceeding $1 million, compares actual and estimated scopes, schedules, and budgets to baselined values and publishes variances both numerically and using red, yellow, or green indicators to provide a quick snapshot of project health.  
Performance goals for the MMRF program are to:

1) Continue to develop and implement the necessary capabilities within the Unifier project management program to track, predict, and report the metrics described above;

2) Include all active projects within the tracking and reporting systems in Unifier;

3) Train all project managers in new Unifier capabilities;

4) Achieve 75% Green performance status (for scope, schedule, and budget actuals vs. planned); and

5) Reduce the carryover amount to approximately 50% as soon as possible using the increased emphasis on schedule compliance. 

The Office of Performance Strategy and Budget will routinely monitor progress toward the accomplishment of the performance goals.
	Goal
	Due Date

	Completed development of red-green-yellow model (schedule based tracking tied to spending plan)
	3/31/2012

	Description of carryover work to date
	4/30/2012

	Implementation of red-green-yellow model within Unifier (all project data entered), ability to generate quarterly report data within 30 days after close of quarter (reporting approach to be finalized)
	7/31/2012

	Decide on criteria and format for quarterly PIC reporting (FMD, PSB, KCC staff)
	7/31/2012

	100% of projects managed in Unifier
	7/31/2012

	Red-green-yellow data exportable (e.g., Access, .csv files)
	8/31/2012

	First quarterly red-green-yellow report sent to Council
	10/30/2012

	Develop and implement necessary capabilities within Unifier to automate estimating, tracking, and reporting project metrics as described above
	12/31/2012

	Training of all Project Managers in new Unifier capabilities
	6/1/2013

	Develop and implement web-based reporting system for metrics (program as well as individual projects) (w/PSB)
	6/1/2013
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