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W@ SERVICES AND SOLUTIONS FOR A LIVABLE REGION

To: Finance and Intergovernment Committee

From: Jerry W. Dobrovolny, Commissioner / Chief Administrative Officer
Cheryl Nelms, General Manager, Project Delivery

Date: March 31, 2020 Meeting Date: April 15, 2020
Subject: Capital Projects and Project Delivery
RECOMMENDATION

That the GVS&DD Board receive for information the report dated March 31, 2020, titled “Capital
Projects and Project Delivery”.

EXECUTIVE SUMMARY

In the Fall of 2019, the Board expressed interest in undertaking a review of the way Metro Vancouver
delivers major infrastructure projects in order to ensure value for our residents. Responding to
capacity needs due to population growth and meeting regulatory requirements have led to a
dramatic increase in the scope of Metro Vancouver’s capital project program budget and the scale of
projects within this program. The current construction market dynamics coupled with the complex
nature of these projects adds additional challenges. In the face of these challenges, Metro Vancouver
is undertaking a best practices response, including establishing a Project Delivery department as a
Centre of Expertise for the organization on project delivery, engaging a consultant to undertake a
high level review of major projects and implementing a forward looking plan.

PURPOSE
To provide information regarding current challenges in the delivery of major infrastructure projects
and Metro Vancouver’s response.

BACKGROUND

In the Fall of 2019, the Board expressed interest in directing staff to conduct an independent review
of the processes and decision-making related to major infrastructure projects and bring forward
recommendations to the Board arising from the review.

PROJECT DELIVERY

Metro Vancouver delivers major infrastructure projects that are necessary for providing the services
that our residents rely on every day. The region’s increasing population and the need to anticipate
and respond to legislative and regulatory requirements requires significant investments to build,
maintain and upgrade our infrastructure.

The delivery of these projects present many challenges, including:
e the unprecedented scale;
e layers of complexity; and,
e market influences.
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In light of these challenges, Metro Vancouver is undertaking the following best practices response:
e reorganization, including the creation of a Project Delivery department as a centre of
expertise;
e engaging a consultant to undertake a high level review of major projects; and,
e implementing consultant recommendations.

Staff will be providing periodic updates to advisory committees, standing committees, and the Board
regarding progress on implementing the recommendations of the consultant.

ALTERNATIVES
This is an information report. No alternatives are presented.

FINANCIAL IMPLICATIONS
There are no financial implications associated with this report.

CONCLUSION

The delivery of major infrastructure projects to continue to deliver core services to the region
presents a multitude of challenges. In the Fall of 2019, the Board expressed interest in directing staff
to undertake a review of the processes and decision-making related to major infrastructure projects
in order to ensure value for our residents. Metro Vancouver staff have taken the initial steps in
responding to this request, including the creation of a new department, engaging a consultant to
undertake a high level review of major projects. Staff will be providing periodic updates on progress
on implementing consultant recommendations.
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Board Request

Staff were directed to:

e conduct an independent review of the processes and
decision-making related to major infrastructure projects be
conducted; and,

* bring forward for Board consideration recommendations
arising from the review.



Outline

* Challenges
1. Scale
2. Complexity
3. Market Influences

« Best Practices Response
1. Re-organization

2. Independent high level review by
KPMG of major projects

3. Response to KPMG's strategic
recommendations
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Challenge 1: Scale

Major Capital Projects as Percentage of Plans
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Challenge 2: Complexity
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Contract structures
Environmental requirements
Stakeholder involvement
Funding approaches
Regulatory requirements
Community benefits
Indigenous partnerships




Challenge 3: Market Influences
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Metro Vancouver

Challenge 3: Market Influences

Region Projects:

Broadway Extension
Roberts Bank Terminal 2

Vancouver International
Airport Upgrades

Surrey Langley SkyTrain
Pattullo Bridge Replacement

North Shore Wastewater
Treatment Plant

Annacis Island Wastewater
Treatment Plant Expansion

George Massey Tunnel
Replacement Project

Source: Top100Projects.ca/2019
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Best Practices Response




Best Practices Response 1: Re-organization

Pre-2012 Organizational Structure
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Best Practices Response 1: Re-organization

2012-2019 Organizational Structure
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Best Practices Response 1: Re-organization
2012-2019 Organizational Structure
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Best Practices Response 1: Re-organization

2020 Organizational Structure
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Best Practices Response 1: Re-organization

Project
Management Major Projects Asset
Office Centre of Delivery Management
Expertise




Best Practices Response 1: Re-organization

Functions of a Centre of Expertise

Project Management Quality Assurance
Framework Quality Assurance and
Policy, Processes and Control, Monitoring, and
Procedures, Standards Training

and Controls 7 7
Asset Management Project Delivery

Asset Management Project Management of
Strategy and Plan, Major Complex Projects

Policy, Processes and
Procedures, Standards,

Corporate Reporting 7 7




Best Practices Response 1: Re-organization
Project Management Models

Increasing Project / Department Auton

Decentralized Influencing Devolved Centralized

model model \ model / model
Increasing Centralization of Control

Source: KPMG



Best Practices Response 2: Independent Review

KPMG Approach to Project Delivery

Key steps:

 Document review: key documents including reports from
major projects

* Interviews: key project personnel involved in the delivery
of major projects and programs

* Focus Group: validation and review of findings with
General Manager working group



Best Practices Response 2: Independent Review

Best Practice Project Delivery Framework - KPMG
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Best Practices Response 2: Independent Review

The 5 Pillar Framework

Leadership Governance Commercial Stakeholder Technical
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Strategic Areas of Opportunity

Best Practices Response 2: Independent Review
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Best Practices Response 3: Response to Recommendations

Next Steps

B
Project Delivery Department (PDD)- Initiate PDD - Complete Sggft;m )

Leadership — Capability, Capacity and Competence

PAT Needs Assessment and Resourcing Strategy

Needs, Resourcing Strategy & Key Hires )

Governance — Oversight

Oversight Model Revi
A Oversight Model Development and Alignment versig Hode Feview )

PA3 Governance — Organizational Design Org Model Review )

Organisational Design Model Assessment

PA4 Commercial — Contract Strategy Contract Strategy — Process Review and )

Development and Implementation Assessment Individual Project Assessment

PA5 . Internal Stakeholder Agreements
— Internal Interface Agreements and Communications Plan 9

PA6 Technical — Project Controls Project Controls Functionality )))
Controls and Assurance Function Planning

Technical — Technology, Systems and Process
PA7 PM Tools and Templates
Project Management Tools Assessment and Developments

Stakeholder — Internal Stakeholder )

Change Management and ongoing initiatives Change Management Plan )
To be layered into the development of the Department 9 9

Source: Updates to Boards, Committees, and Advisory Committees *F *F )))
KPMG Regular updates on Project Delivery department progress




COVID-19 Response

Next Steps

« $1.7 Billion in work underway
* Over 40 claims received to date
» Coordinated approach to address risk

* Working with the Province and industry on COVID
response

e Scenario analysis is currently being conducted to identify
the range of potential COVID-19 financial impacts on Metro
Vancouver projects
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Attachment 2

metrovancouver

W@ SERVICES AND SOLUTIONS FOR A LIVABLE REGION

To: GVS&DD Board of Directors
GVWD Board of Directors

From: Jerry W. Dobrovolny, Commissioner/Chief Administrative Officer
Cheryl Nelms, General Manager, Project Delivery

Date: September 18, 2020 Meeting Date: October 2, 2020
Subject: Capital Infrastructure Project Governance
RECOMMENDATION

That the GVS&DD/GVWD Board receive for information the report dated September 18, 2020, titled
“Capital Infrastructure Project Governance”.

EXECUTIVE SUMMARY

In the Fall of 2019, the Board expressed interest in undertaking a review of Metro Vancouver’s project
delivery practices for major infrastructure in order to ensure value for our residents. An independent
consultant, KPMG, conducted a high level review of current Metro Vancouver practices and
recommended seven strategic areas of opportunity going forward. These recommendations were
reported to the Committee and Board in April, 2020. At its meeting held September 11, 2020, the
Finance and Intergovernment Committee received an update on progress in implementing the
consultant recommendations. A more in-depth discussion of Project Governance was provided by the
independent consultant, Dana Hayden, who is a leading expert in this area.

At the request of the Committee, a written report has been provided to accompany the presentation
to the Board. Written reports will be provided in all future updates going forward. The next update
will be provided in November, 2020.

PURPOSE
To provide the Board of Directors with an update on the implementation of KPMG’s
recommendations regarding the delivery of capital projects at Metro Vancouver.

BACKGROUND
In early 2020, an independent consultant undertook a high level review of Metro Vancouver practices
related to project delivery. Strategic areas of opportunity were identified within KPMG’s five pillars
of Project Delivery:

1. Leadership

2. Governance
3. Commercial
4. Stakeholder
5. Technical

41391246
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CAPITAL INFRASTRUCTURE PROJECT GOVERNANCE
At its meeting held September 11, 2020, the Finance and Intergovernment Committee received an
update on progress in implementing the consultant recommendations within the five pillar
framework (Attachment). Since the review by KPMG was carried out, progress has been made in the
following areas:

e Staffing needs identified and key project leaders hired (Leadership)

e Contract strategy reviewed and identified opportunities and areas of action (Commercial)

e Ongoing change management initiatives with internal staff (Stakeholder)

e Improved and standardized reports to track project progress (Technical)

e Established consistent approach to COVID claims (Technical)

e Improve internal governance structures to create clarity on decision-making authority

(Governance)
e Review of governance oversight by independent consultant (Governance)

Dana Hayden reported on the findings of the review of governance oversight practices. The
consultant outlined best practices with respect to capital project governance, the scalability of project
oversight, authority and accountability, and the potential need for independent oversight.

Staff continue to implement the recommendations of KPMG. Additionally, the findings of the
governance review are being assessed. Any future decisions will be brought to the Board at the
appropriate time.

ALTERNATIVES
This is an information report. No alternatives are presented.

FINANCIAL IMPLICATIONS
There are no financial implications associated with this report.

CONCLUSION

In early 2020 the independent consultant, KPMG, conducted a high level review of current Metro
Vancouver practices and recommended seven strategic areas of opportunity going forward. At its
meeting held September 11, 2020, the Finance and Intergovernment Committee received an update
on progress in implementing the consultant recommendations. A more in-depth discussion of Project
Governance was provided by the independent consultant, Dana Hayden, who is a leading expert in
this area. At the request of the Committee, a written report has been provided to accompany the
presentation to the Board. Written reports will be provided in all future updates to the Committee
and Board going forward. The next update will be provided in November, 2020.

Attachment:
1. Presentation dated September 11, 2020, titled “Project Delivery Update”
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Timeline

Oct: GVS&DD
Board Referred to
FIC

May: COVID
Update at Task
Force

Feb: Formation of
Project Delivery
Department

Sep: 2"d update
to FIC and
Board

Apr: update to FIC
and Board with
KPMG
recommendations

Nov: 3 update
to FIC and
Board




Best Practice Response: Independent Review

Project Delivery Framework — KPMG Review April, 2020
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Leadership

Capability, Capacity and Competence

« Staffing needs identified

commensurate with the General Manager
scale and complexity of Cheryl Nelms
the key major projects
Project Tunneling & lona WWTP Northwest North Shore
* Project leaders hired for = Merggement - Soaigh e Langley WWTP  WWTP

key major projects with '
Jennifer Frank Marie-
Crosby Huber Brett Young LI{/?aerCe

experience in projects
with similar
scope/complexity

Paul
Sawyer




Commercial

Review Contract Strategy

|dentified opportunities to improve
contracts

* Improving contract enforcement
« Maximizing benefits to the local economy

 Market sounding conducted to ensure
competitive and attractive procurements

« Enhanced ability to rely on past
experience with contractors when making
procurement decisions



Stakeholder

Internal Stakeholder Agreements

« Ongoing change management
initiatives with staff

 Proactive internal
communications with staff
iImpacted by new department

* Developed agreements to
transition projects to Project
Delivery Department




Technical

Project Controls & Technology, Systems and Process

Project Controls

 Established consistent
approach to COVID claims
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Governance

Oversight and Organizational Design

Governance Structure

« Outside expertise (Dana Hayden) e
engaged to review governance i )
oversight including: ;'_;e; B e ——
1. The scalability of project oversight

2. Authority and accountability at
each level of oversight

3. The potential need for S
independent oversight

* Review is Ong()ing — Initial oot Toem T T e
recommendations being acted on




Capital Project Governance/Oversight Best

Practices

Support management and expenditure decision-making,
accountability and transparency by establishing processes to:

Monitor and control projects

« Set performance measures and track them
Measure benefits and manage risks
 Ensure a smooth transition to operations
Translate and incorporate “lessons learned”



1. Scalability of Project Oversight

Internal Governance

« Effective oversight of projects requires regular standardized reports
customized to each level of oversight

This

report | re port Comments

Deliver the project within the
control budget of $X
Deliver the project by X date

No unmanageable cost pressures.

The Covid-19 public health emergency is
O . impacting the ability of contractors to

retain adequate staff to meet schedule
Deliver the project safely with Six recordable incidents occurred over

zero fatalities and a total O . the reporting period. Site inspections are
recordable incident frequency ongoing and staff are working with
of no more than 1 contractors to reinforce safety
procedures.
Protect the environment by 3 minor environmental incidents
meeting all legislated occurred during the reporting period.
environmental requirements . O Two were unplanned discharges from
and optimizing opportunities the lona outfall and 1 was a small (< 1
for resource recovery and litre) release of gasoline that was 10

greenhouse gas reduction cleaned up immediately.



. Scalability of Project Oversight (Cont.)

« Standardized reports required

« Standard project review milestones
 New additional reports

* Improved reports

11



2. Authority and Accountability

* MV to establish consistent Project Charters
o Consistent levels of authority and accountability between projects
o Clarity about who can decide what

o Balance the powers of those accountable with the skills and
information required to make decisions

« $5M contract approval limit should be increased
o Avoid project delays and facilitate implementation
o MV staff to come forward with recommendations

12



3. The potential need for independent oversight

« Complex/high risk/high value projects may also benefit
from independent (non-staff) expertise. e.g.:

= construction contract * risk management
negotiation = claims arbitration
= stakeholder engagement = project controls

= project business environment = indigenous participation
= construction financing

« Potential benefits and implementation options being
developed - will report back

13



Conclusion & Next Steps

Staff continue to implement
recommendations from KPMG review

« New and improved reports

« Standardized Project Charters to o | il | v
establish authority and accountability to
be put in place

« $5M contract approval level to be
reviewed —_— = = —-—

* Independent oversight being assessed
Staff will report back regularly with progress

14
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