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Why conduct a Major Capital Project Review?

1. Following discussions related to challenges experienced by a
major P3 capital project, a commitment was made to conduct
a review of major capital projects to ensure appropriate levels

of oversight are in place.

2. Administration also set forth business principles for how the
Integrated Infrastructure Services department will operate,
including driving maturity in project practices and continuous

improvement in project execution.
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What is a Major Capital Project?

Major capital infrastructure projects are defined as capital

profiles that have:

e combined expenditures of at least $20 million within a
budget cycle; or

e profiles that are highly strategic, complex, include many
stakeholders, have major constraints and/or include a

high level of risk.



Major Capital Projects - Scope Of Work

Performance Trends
Review of project . .
Governance performance data Project Delivery IndUStr_y Trends
Project level Review of method selection  RevView of industry and

oversight structures market trends

Project Management

Practices
Benchmarking systems to

support major projects

Procurement Approach

Review of best practices on
Performance procurement approaches

Reporting
Review of project
performance reporting




Major Capital Projects - Approach

Academic and research focused
review

University of Alberta

Local and global industry
perspectives

Internal review of construction services
journey and project performance




Major Capital Projects - Projects

- Strathcona - Coronation Rec Centre
Neighbourhood - Edm-Strat Pedestrian Bridge . ,
Renewal -Terwillegar Drive Expressway - LRT Capital Line
[ ] [ )

Construction

. : Integrated .
Design-Bid Construction Consultant - Prcg;j ect Public-Private
Build Management General Delive Partnership
Contractor Y
. . .
- William Hawrelak Park - Expo Rehab - LRT Valley Line
- Lewis Farms Rec Centre Project West

- LRT Metro Line
- Southeast Soccer Center
- Yellowhead Trail Mainline
- Yellowhead Fort Road

‘= Early Contractor Involvement with Advisory Services = Increased Risk Transfer




IIS Journey
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Project Management Practices

2010 : 2013 : 2013 2016 : 2017 :

Project Management Project Management Project Management Re-Org and Project Development
Centre of Excellence Standard Reference Guide Role Clarity and Delivery Model
Project management Admin directive Consistent approach to All construction arms Policy 591 and Project
office established to established; project management brought into one Develop and Deliver
support capital updated in 2023 department approach applied

construction
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Office of City Auditor - Project practice related findings

2008 : 2014 - 2017 : 2018 : 2022 2023
N 220200 N
A A — Ay

23rd Ave and Capital Project Advisory ~ Waste Services Audit Transportation Valley Line Southeast
Gateway Boulevard Reviews (various) Infrastructure Audit Audit
Audit
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Project Performance Reporting

2012 : 2013 : 2015 : 2019 : 2019 :
A A A i emm——

Building Edmonton Amended thresholds

Started quarterly Introduction of 10% thresholds set
reporting Red, Yellow, Green for performance website launchedto  set for performance
traffic light report for budget and transparently report  report for budget and

schedule performance schedule



Findings - Validation of
Project Practices
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Assessment Scale

Level 1 Level 2 Level 4
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The ranked levels for each of the governance areas are summarized in the following chart.

Structure

Roles and
Responsibilities

Involvement of
“Deliver” PMs at
Project Definition
Stage

Alignmentof  Measurement of
project Project
requirements Performance in
among Update Reports
stakeholders

Investment in
Project
Management
Capacity for
Continuous
Improvement




Comparison between COE, City A, and City B for different PROCESSES under g project management areas:
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Procurement

Transparent

Fair

T TI
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Project Delivery
Process Review

PDDM framework is not prescriptive
and therefore allows for flexibility
based on project-specific
considerations and relevant market
conditions

PDDM is centralized process creating
better opportunities for consistent and
coordinated approach for all capital
projects
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Project Delivery

“Our assessment is that the City's approach to project
delivery method selection is consistent with current
industry practices, in particular, the principle that

there is no “one-size-fits-all” model that was endorsed
by generally all participants in our market research.”

-Stantec report




Findings - Transparency




High Transparency
Medium Transparency

Low Transparency
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Transparency

“When compared to other major Cities,
IIS and COE have evidently achieved

the most transparent, exhaustive,
timely, interactive, and easily
accessible reporting approaches of
project updates to the public, which

2 (BN sets the standard for other Cities

to follow suit.”

- U of A report
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Findings - Performance




Iron Law
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THE IRON LAW OF PROJECT MANAGEMENT:

“Over Budget, Over Time, Under Benefits, Over and Over Again”

100%

80%

60%

40%

20%

0%

100%
47.90%
8.50%
0.50%
All projects On budget On budget and on On budget and on
(or better) time (or better) time and on benefits
(or better)

(Flyvbjerg, 2023) How Big Things Get Done



Major Project Performance

“Most significant capital projects, by approved budget
weight, fall within acceptable tolerances for budget
(99.6%) and schedule (82.0%.)"

As per the Financial and Corporate Services report of September 12, 2023 (FCS01997 - Capital
Financial Update - June 30, 2023)
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Project Development and Delivery Model Performance

Research PDDM Policy

Plan and learn Appropriate level of
before delivering at development prior
full scale to delivery

I Performing

Cycle times indicate
lIS is meeting the
intent




Performance Key Report Progress Progress Performance Performance Engagement Engagement
measurement performance contentand reporting reporting forecasts forecast of key  of the public
procedures indicators format procedures  leveland types frequency stakeholders
frequency

25



Observations - Insights
from Industry
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Trending Project Delivery Model Principles

Early Contract Involvement (ECI)
and Collaborative Models
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Collaborative
Relationships

» Regardless of Project Delivery
Method chosen, it comes down to
the people and working together as
a “partnership”

Owner’s role is more than “contract
administrator”

» Adopt flexible and reasonable
approach based on circumstances
— not just strict contract
enforcement
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Risk Allocation

vy 4

Fixed Low
pricing bid award

\

Claim spute
andi ased
’ ? wit wal

Full risk transfer
without
full control
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Owner’s
Budget &
Affordability

Caps

Owner’s budget often set too early
in project lifecycle and not updated
Public sector owners encouraged to
establish budgets after (or near)
design completion
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Low Bid vs.

g Fair Bid

Design and construction
industry needs to be profitable

Low bids can lead to
unintended consequences

Regardless of Project Delivery
Method, public sector owners
encouraged to adopt best
value procurement where
non-cost factors are
considered (recent trend with
collaborative behavioral
assessments)
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Project
Size

Mega-sized projects can
severely limit competition

Owners are splitting up
mega-sized projects into
multiple smaller projects, with
Owner managing interface




Owner
Resources




Opportunities for
Improvement
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Major Capital Projects - Highlight

“Another notable observation of IIS’s environment
is a culture of continuous improvement

which entails recording and implementing
lessons acquired from finished projects to

future projects enhancing project

management practices and

ongoing improvement.”

- U of Areport




Process Improvement Recommendations

Project
Management
Framework
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Project Cost Thresholds

Consider increasing the threshold for major | For sake of continued transparency keep 20M

capital projects definition from $20M to threshold.

$100M e the total number of projects that need to be
reported based on being >$20M has not
changed that much over the years.

e If Number of projects increases, evaluation
could be undertaken

Review policy C555 (P3 Policy) threshold for | Review of this policy should be undertaken.

initial P3 screening from $30M to $500M

e This policy was created back in 2010 and has
not been reviewed or updated since.

e Due to market and inflationary conditions the
threshold for this policy is low.

Streamline administrative reporting and This approach is being taken for a specific program
approval processes: this would include in the spring 2024 SCBA.

assessing the $2M and $5M thresholds for
growth and renewal standalone profiles.




Thank you.

Questions?

€dmonton
Integrated Infrastructure Services

Deputy City Manager's Office




