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	[bookmark: _GoBack]Proposed Substitute Motion 2015-0181.2 approving the work plan for a Technical Working Group to review and make recommendations regarding cost estimating for capital projects passed out of committee on June 3, 2015 with a “Do Pass” recommendation. The motion was amended in committee to replace the Work Plan per Ordinance 17941, Section 110, Proviso P1 with an updated Work Plan revised (dated) June 3, 2015. The revised work plan provides the names of all of the participants in the Technical Working Group.




SUBJECT

A motion and work plan for a technical working group to review and make recommendations on cost estimating for Wastewater Treatment Division capital projects in response to a 2015/2016 Biennial Budget Ordinance proviso.

SUMMARY

Based upon observations and recommendations in the Performance Audit of the Georgetown Combined Sewer Overflow (CSO) Project the Council included a proviso in the 2015/2016 budget regarding submittal of a work plan for the formation of a technical working group to review and make 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. 

Proposed Motion 2015-0181 responds to the proviso by recommending nine participants (or represented interests) for the work group, providing a proposed schedule of meetings and deliverables and a scope of work.   

Legal counsel has recommended that the final work plan name all of the participants in the working group to meet the proviso terms, therefore the committee is expected to review and approve an amendment at the meeting to identify the remaining working group participants.

BACKGROUND

King County’s Wastewater Treatment Division (WTD) has a robust capital planning and implementation function to ensure maintenance of its assets and sufficient capacity in treatment and conveyance system to meet the region’s growth.   Therefore WTD has many long-range capital plans and potential projects that can span decades between problem identification, conceptual design and planning level cost estimates to the actual design and construction of a project.  

As a project moves from concept to preliminary design to 30% design completion a great number of variables may influence the siting, design and associated mitigation resulting in dramatic changes to the cost estimates for the project.  

A 2014 Performance Audit of the Georgetown CSO Project found that WTD follows some best practices in capital project management and decision-making, but could improve in key areas. Specifically, WTD has strong processes and practices to involve upper management in key project decisions, form integrated project teams, and incorporate lessons learned into the decision-making process. However, planning-level cost estimates used to inform decision-makers are less accurate than expected according to accepted cost estimation standards.  Additionally, the structure of early project phases at WTD may create an environment allowing project scope and costs to increase. 

The Auditor’s Office recommended WTD should improve its metrics, monitor the agency’s final costs for projects relative to cost estimates used for County Council decision-making, and continue efforts to improve its early cost estimates.  The relevant recommendations that lead to a 2015/2016 Biennial Budget proviso were the following: 

Audit Recommendation 2: The Wastewater Treatment Division (WTD) 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 

Audit Recommendation 5: The Wastewater Treatment Division should assess the efficacy of oversight structures intended to control project scope, schedule, and budget, including the Capital Systems Team and the Change Review Board. The assessment should include a targeted examination of how effective these bodies are at controlling changes to scope, schedule, and budget proposed during early project phases and WTD should report to County Council on its findings. 

Additionally, Audit Recommendation 8 was specific to CSO projects and potential parameters for a decision-making framework to determine when an alternative design should be considered. But this decision-making framework could be applicable to all projects. At issue is whether there should be a possible financial trigger (such as exceeding the planning level and/or preliminary cost estimate by 30% or more) or other guidance regarding when WTD should reconsider project alternatives that might have been dismissed as the project moved from problem/project identification to design. During this process the project scope may change or new alternatives may be identified and/or discarded. Ultimately there is a selection of a preferred alternative - that is then developed to a 30% design level and ‘baseline budget’ is established. 

Though a planning level cost estimates are reported as a single number – they can range from 50% less to 100% more than that number[footnoteRef:1]. WTD reported in 2014 that 83% of its completed and active capital projects (as adjusted for inflation) are within this range.   Though many projects stay within planning level cost estimate range – others, such as current CSO “Beach Projects” are examples of projects with significant scope and budget changes.      [1:  WTD assumes planning level cost estimates are categorized as American Association of Cost Engineering (AACE) - Class 5. Class 5 estimates are based on 0% to 2% project definition and the expected accuracy range is -50% to + 100%] 


Council is not typically aware of the decision-making process as the project moves through the early stages of design – so the first notice of a scope and budget change is typically not apparent until the baseline budget is established and the new estimate is reflected in the Capital Improvement Program budget. At that time, there may not be sufficient time (especially if there is a regulatory deadline), to consider other alternatives that were analyzed but dismissed before the full cost implications of the preferred alternative were known. And, at 30% design there may have also been a fair amount of community/stakeholder involvement that starts to coalesce around a particular project – and the rejection of other solutions that are possibly more cost-effective. 

As a result these observations and recommendations, Council included the following budget proviso in the 2015/2016 Biennial Budget, Ordinance 17941, Section 110 regarding the operating budget for the Wastewater Treatment Division:

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 executive must file the work plan and motion approving it by May 1, 2015, 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 policy staff director and the lead staff for the regional water quality committee and the transportation, economy and environment committee, or its successor.

ANALYSIS
  
The work plan, technical working group recommendations are found in Attachment A to Proposed Motion 2015-0181.   The motion approves the work plan (Attachment A) on establishing a technical working group, and releases the $450,000 currently held in reserve.

Technical Working Group
Per the direction in the proviso, the recommended participants for the Technical Working Group include:

	Member
	Representing

	Person 1 – TBD
	Council Staff

	Person 2 – TBD
	RWQC

	Person 3 – Christie True or Designee
	DNRP Director’s Office 

	Person 4 – Sandy Kilroy
	WTD – Director’s Office

	Person 5 – Kathy Loland
	WTD – Project Planning and Delivery Section

	Person 6 – Tom Lienesch
	WTD – Finance Section

	Person 7 – TBD
	Peer Public Agency

	Person 8 – Henry Chen
	MWPAAC

	Person 9 – Andrew Lee
	MWPAAC



Legal counsel has recommended that all of the participants in the working group are named in Attachment A.    Executive and Council staff are working to identify the last of the participants and it is anticipated that an amendment to Attachment A will be ready for committee action at the June 3, 2015 meeting.

The identified members thus far reflect the direction of the proviso and also include an additional representative from a peer public agency which should provide additional perspective to the working group’s review and recommendations.

Proposed Schedule and Deliverables
Table 1 in Attachment A proposes thirteen meetings to occur between Third Quarter 2015 (following procurement of a cost-estimating consultant) and the close of Fourth Quarter 2016.   An outline of the meeting content and review to be conducted is shown for each meeting.   The work plan and meetings utilizes the working group to review the many aspects of project development, cost estimating – and will include review of the consultant/facilitator’s assessments and recommendations. 

The scope of work for the review and development of recommendations reflects the direction in the proviso.  As outlined in Attachment A, the Technical Working Group may review cost management recommendations and implemented improvements by WTD and its consultant, including but not limited to the following:

· Contingency policy, utilization, and application, including contingency standards for long-range planning level capital cost estimates
· Methods, tools, data sources, and assumptions to improve long-range planning level capital cost estimates 
· Independent validation of early capital planning-level and design cost estimates
· Implementation and staff training of WTD cost-management process improvements and associated estimating guidelines
· Implementation and staff training of WTD trend analysis to document project decisions, costs, and changes over time
· Implementation and effectiveness of improvements made to WTD conceptual, alternative planning level, design level, and construction cost estimates.

The Technical Working Group may also review correlating policies, procedures, and activities, including but not limited to:

· King County Capital Project Management Work Group guidelines, tools, and templates
· WTD Continuous Improvement Capital Project Streamlining Initiatives
· Recommendations of the Expert Review Panel and another independent consultant panel evaluating WTD’s Project Oversight Effectiveness.

Facilitation and Consultant Work
The proviso allowed for the use of a facilitator to accomplish this work and WTD has recommended utilizing an independent project control, cost-estimating consultant to support the Technical Working Group – but also provide cost estimating services through 2018 and facilitation or support to the Technical Working Group as necessary.   

The consultant work is expected to include analysis for and participation on the Technical Working Group through 2016.  The consultant’s work would also include cost estimating support for WTD’s update of the Combined Sewer Overflow plan and Conveyance System Improvement Plan update along with other estimating support, including some third-party estimate validation, conceptual estimating, estimating alternatives and construction estimating for WTD’s capital program.   It is anticipated that this investment in consultant services can provide independent development and review of recommendations to improve the division’s cost estimating processes and will result in more cost-effective delivery of projects.  The cost of the consultant work through 2018 will be up to $500,000.

WTD staff will oversee the work of the consultant and will also support the Technical Working Group. 
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