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ExecutiveSummary

Authority for the Project

This audit was includedin the 1999/2000Audit andReviewPlan approvedby the Audit and
ReviewCommittee.

Objective

The objectiveof the audit is to determinethe extent to which project and contractapproval
processescurrently in usefor constructionprojects(as definedin the Supply Manual) comply
with approvalprocessrequirementsidentified in the TreasuryBoardManualon CapitalPlans,
Projectsand Procurement,the TreasuryBoardManual on Contracting,associatedGovernment
Regulations, internal delegatedauthorities and other applicable departmentalpolicies and
procedures.

Scope

The scopeof the audit includesconstructionprojectsmanagedby the RealPropertyServices
Branch(RPSB) andassociatedcontractsawardedin supportof suchconstructionprojects. The
linesofenquiryrelatedto thePreliminarySurveyPhaseincluded:

1. Projectapproval;
2. Contractandamendmentapproval;and,
3. Controlsto ensurethatprojectexpendituresdo notexceedtheapprovedprojectamount.

The focus of the Preliminary Surveywas on higher dollar value projectsselectedfrom the
NationalCapitalArea (NCA). TheParliamentaryPrecinctwasexcludedfrom the scopeof this
review. Leaseagreements,leasepurchaseagreementsandassociatedconstructionprojectswere
alsoexcludedfrom thescope.

Key Findings

ProjectApproval

:

The RPSB processesand practices governing constructionproject approval comply with
authoritiesestablishedin the TreasuryBoard,Departmentalguidelinesand internaldelegated
authorities.

A sampleofmajorprojectswasselectedfrom the RPSBInvestmentManagementBoard (1MB)
recordsandfrom theProjectBusinessManagementSystem(PBMS). Theseprojectsweretraced
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to documentationwhich indicated complianceto the project approval processeswithin the
delegatedlimits ofauthority.

Considerable difficulty was encounteredin locating and accessingthe project approval
documentsfor the sampleof projectsselectedfrom the PBMS. The RPSBdoesnot utilize a
standard,logical project numbering/namingconventionthat facilitatesa clear informationtrail
from theproject recordsin thePBMS to supportingprojectapprovaldocumentation.Although
thePBMS facilitatesthe creationofprojectrecordsusinga hierarchicalstructurewith a “Level
1,, indicator if the project has “parent” statusandLevel 2 or 3 etc. assignedto its subsidiary
projects,in actualpractice,severalLevel 1 projectrecordscanbe•createdby a project manager
all of which maybe associatedwith a singleprojectapproval. This practicecontributesto an
excessivemanualeffort to assembleandmatchthetotal projectto supportingdocumentationin
orderto provideevidenceofapprovalforprojectsrecordedin thePBMS.

In addition to limiting the ability of the RPSBto provide clear visibility that active and/or
completedprojectshaveappropriateapproval, the currentprojectidentificationpracticesalso
havean impactrelatedto expenditurecontrol astheylimit an effectiveroll-up andreportingof
projectcostsout ofthePBMSto supportthemonitoringoftotalprojectcosts.

ConstructionContractsandAmendmentApproval

:

Constructioncontractapprovalandchangeorder (amendment)processeswerefoundto comply
with TreasuryBoardandDepartmentalrequirements.Theseprocessesaredocumentedand are
well understoodin theRPSBandthe SupplyOperationsServicesBranch(SOSB).

Although this PreliminarySurveydid not examineindividual constructioncontractsandchange
orderdocumentsfor compliance,the concurrentAudit ofConstructionContractingPracticesin
theNational CapitalRegion(1999-642),conductedby theAudit andReviewBranch,examined
eight majorconstructioncontractsfrom theNCA and found no significant issueswith contract
andamendmentapprovals.

Basedon theseresults,the constructioncontractapprovaland changeorder processesensure
appropriateauthorizationandapprovalofcontractsandcontractamendments.

ProjectExpenditureControl

:

Project financial control is applied at the level of individual contract amounts,work order
amounts,internalbudgetedfeesaswell astheannualfundingallocationgivento eachproject.

Thereis, however,no official systemin useto monitorthe total projectexpenditureagainstthe
total amountapprovedfor the project. The total project expenditureincludesconstruction,
professionalservices,salariesand other non-capitalfunding provided for suchactivities as
operating,maintenanceandtemporaryleaseaccommodation.Thetotal approvedprojectamount
which may be committedover severalyearsis neitherrecordedin the Financial Management
System(FMS) nor in thePBMS. TheRPSBrelieson individual projectleadersandmanagersto
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monitorandto ensurethat thetotalprojectexpendituredoesnotexceedtheamountapprovedfor
eachproject using informal, desktop systems. There is no requirementto reconcilethe
informationin thesedesktopsystemsto official accountingrecords.

Thequality ofconstructionprojectfinancial control informationusedbytheDepartmentaswell
asthequalityofrelatedprojectreportingcouldbe questionedas it is basedon informalrecords
whicharenotreconciledto official accountingrecords.

An additional relatedconcernis the ability ofthe RPSBand Regionsto reproduceimportant
financial information~fthe informalrecordsmaintainedby an individualprojectmanagerwere
lostor destroyed

Recommendations:

It is recommendedthat:

1. the AssistantDeputy Minister, RPSB implementa corporate project identification
conventionfacilitating a linkage of project information across systemsto project
approval documentationas well as supportingan effectivemechanismfor monitoring
andreportingofcostson a totalprojectbasis;

2. the Assistant Deputy Minister, RPSB, in collaboration with the AssistantDeputy
Minister, GovernmentOperational ServiceBranch, ensurethat official Departmental
systemsand recordsare employedto monitor the total project expenditureagainstthe
total approvedprojectamount;and,

3. the Detailed Examination Phase, which would have reviewed contract files and
additionalprojectfilesfor evidenceofcompliance,notbeconductedas:

z) thereareadequateprocessesandpracticesgoverningconstructionproject
approval, in the NCA, which complywith authoritiesestablishedin Treasury
Board, Departmentalguidelinesandinternaldelegatedautharities;

ii) the construction contract approval and change order (amendment)
processesin place,for theNCA, ensureappropriateauthorizationand approval
ofcontractsandcontractamendments;and,

iii) timeis requiredfor theRPSBto effectimprovementsto themechanismsin
placeto monitor thetotal constructionprojectexpenditureagainstthe approved
projectamounts.
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1 Introduction

1.1 Authority for the Project

The Audit of Projectand ContractApprovalsfor ConstructionProjects(1999-610) was
authorized as part of the 1999/2000 Audit and Review Plan approved by the
DepartmentalAudit andReviewCommittee.

1.2 Objectives

The objective of the audit is to detenninethe extent to which project and contract
approvalprocessescurrently in usefor constructionprojects(as definedin the Supply
Manual) comply with approvalprocessrequirementsidentified in the TreasuryBoard
Manual on Capital Plans, Projectsand Pr6curement,the TreasuryBoard Manual on
Contracting,associatedGovernmentRegulations,internaldelegatedauthoritiesandother
applicabledepartmentalpoliciesandprocedures.

The Preliminary Survey phase was conducted to obtain an understandingof the
organizationsandactivitiesrelatedto the approvalprocessfor majorconstructionprojects
and associatedcontractsas well asto identify areasof risk andpotential significance.
The Preliminary Survey was also intended to determine the need for a Detailed
Examinationphase,andif required,to selectasampleof constructionprojectsfor further
review, to develop the audit criteria and to define a work plan for the Detailed
Examination.

1.3 Scope

The scopeof the audit includes constructionprojectsmanagedby the Real Property
Services Branch (RPSB) and associatedcontracts awarded in support of such
constructionprojects.

ThePreliminarySurveyPhaseofthis audit followedthreelinesofenquiry:

1. Project Approval: Are thereadequateprocessesandpracticesin placeto obtain
project approval for constructionprojectsand do they comply with approval
processrequirementsidentifiedin theTreasuryBoard Manualon Capital Plans,
Projectsand Procurement,internal delegatedauthoritiesand other applicable
departmentalpoliciesandprocedures?

2. Construction contract and amendment approval: Are there adequate
processesand practicesin placeto obtaincontractandamendmentapprovaland
do they comply with the TreasuryBoard Manual on Contracting,associated
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GovernmentRegulations, internal delegatedauthorities and other applicable
departmentalpoliciesandprocedures?

3. Projectexpenditurecontrol: Are thereadequatecontrolsin placeto ensurethat
expendituresmadethrough constructioncontracts,architecturaland engineering
serviceagreements,andanyotherservicecontractsor associatedexpenditures,do
notexceedthetotalprojectapprovalamountgranted?

ThefocusofthePreliminarySurveywasonhigherdollarvalueprojectsselectedfrom the
National CapitalArea (NCA). TheParliamentaryPrecinctwasexcludedfrom thescope
ofthis reviewdueto thenumberofrecentreviewsin this area. Leaseagreements,lease
purchaseagreementsand associatedconstructionprojectswere also excludedfrom the
scope.

1.4 Background

The Capital Plans volume of the TreasuryBoard Manual statesthat TreasuryBoard
approvalfor capitalprojectsmustbe soughtwherethetotal estimatedcostofthe project
exceedsthe Minister’s approvallevel. All projects submittedfor approvalmust be
supported by documentationthat adequatelydescribesthe full scopeof the project
including the associatedmanagementframework.’ All projectsproposedfor approval
mustbe reviewedto ensurethat theyrepresentan effectiveandefficient solutionto the
operationalneedsas set out in the department’sdefinedpriorities or in the Long-term
CapitalPlan.

The TreasuryBoard ContractingPolicy statesthe Minister is ultimately responsibleto
Parliamentfor all contractingactivity. Although eachMinister customarilydelegates
contractingauthorityto variouslevelswithin the Department,this delegatedauthorityis
to beexercisedwithprudenceandprobity sothattheresponsibleMinister is actingandis
seento beactingwithin the letterandthespiritofthe GovernmentContractsRegulations
andthe TreasuryBoard’s contractingdirectives. The establishmentof dollar limits,
abovewhich TreasuryBoardauthority is required,is basedon the premisethat, at some
level of sizeor complexity, the collectivejudgementof Ministersshould be broughtto
bearuponadecisionto awardacontract.

Public WorksandGovernmentServicesCanada 5
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2 Resultsof thePreliminary SurveyPhase

2.1 Work Performed

The PreliminarySurveyPhaseincludeda reviewof key policies/proceduresgovermng
construction project approval, contract approval and contract amendments. The
PWGSC’s delegationof authoritiesmatrix documentswere referenced. Also usedas
referencesweretheTreasuryBoardManualon CapitalPlans,ProjectsandProcurement;
the Treasury Board Manual on Contracting as well as the GovernmentContracts
Regulations. A review of the RPSB documentationdescribingproject management
practiceswas conductedaswell asa reviewof thecontrol frame.workwithin the RPSB
for constructionprojects.

Approximately20 formal interviewswere conductedduring this phasewith key RPSB,
Supply OperationServicesBranch(SOSB),Regionaland FinanceSector,Government
OperationalServiceBranch (GOSB) personnel. The attachedAppendix A lists the
individualswho wereinterviewed.

In orderto determinethepopulationofmajor constructionprojectsrecommendedto the
RPSB InvestmentManagementBoard (1MB) and/orto TreasuryBoard for approval
during the last three years, the 1MB log was obtained from the Owner/Investor
Directorate,RPSB. For comparisonpurposes,as well as to determinethe active and
completedconstructionprojectsmanagedby the RPSB during the sameperiod, three
listings of Level 1 constructionprojectswere producedfrom the ProjectBusiness
ManagementSystem(PBMS). ThePBMS facilitatesthecreationofprojectrecordsusing
a hierarchicalstructurewith a “Level 1” indicator.if theprojecthas“parent” statusand
Level 2 or3 etc.assignedto its subsidiaryprojects.

The first PBMS listing includedthoseconstructionprojectsconcerningpropertiesfor
which PWGSCis thecustodianandfundingwasforecastedto be in excessof$5 million.
Theseprojectsare funded through the Appropriation Vote of PWGSC. The second
listing consistedof Level 1 constructionprojects administeredon behalf of Other
GovernmentDepartments(OGD) and funding was forecastedto be in excessof $5
million. Theseprojectsarefundedfrom revenuereceivedfrom OGDs. A third listing
was producedfor all Level 1 constructionprojectsregardlessof the funding amount
wherePWGSCis thecustodianofthe asset.

A sampleof severalprojectswith funding in excessof $5 million wasselectedfrom the
PBMS listings and the1MB log. •The respectiveprojectmanagerswere interviewedto
obtain an understandingof the projectsas well as the processes. A searchfor the
appropriateprojectapprovaldocumentationwasconductedwith the assistanceof Client
ServiceUnit (CSU) staff. Considerableconsultationwith project managers,CSU staff,
andOwner/Investorpersonnelwasrequiredin orderto assemblerelatedLevel 1 projects
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recordedin the PBMS and to trace,to the supporting approval documentation,1MB
recordsandCapitalProjectinformationreportedthroughtheMain Estimates.

Financialinformationfrom varioussourceswascollectedandreviewedto determinethe
mechanismsin placeto controltotalprojectexpenditureto approvedamounts.

During the reviewofthe selectedOGDprojectsit wasdeterminedthat theconstruction
project approval is the responsibilityof the respectiveOGD. Since PWGSC is not
responsiblefor the project approval, the Preliminary Survey neither obtained nor
reviewedtheapprovaldocumentsfor theOGDprojects.

The delegationof authorities for contracts,the Supply Manual, pertinent policies,
proceduresdocumentsaswell aschangeorderdocumentationwerereviewedto obtainan
understandingof the contractapproval and amendmentprocesses. In addition, key
personnelworking in the RealPropertyContractingDirectorate(RPCD), SOSBandthe
ChangeOrderOffice, RPSBwereinterviewedalongwith selectedprojectmanagers.

The concurrentAudit of ConstructionContractingPracticesin the National Capital
Region(1999-642)which alsoincludedthereviewofcontractapprovalandamendments
in its scopeexamined,in detail,eight majorconstructioncontractsfrom theNCA. Based
on theresultsfrom this effort, specific constructioncontractsandamendmentswerenot
reviewedduringthisPreliminarySurvey.

2.2 Profile of theEntity

2.2.1 Organization/Rolesand Responsibilities

Thereis a separationin theresponsibilityfor approvalsfor constructionprojects
and constructioncontracting. The RPSBis responsiblefor. the project approval
processfor thoseconstructionprojectarelatedto propertyfor which PWGSCis
the custodian. This role includes identifying, recommendingor obtaining
necessaryapprovalinternally and, if required,from TreasuryBoard aswell as
implementingandmanagingtheconstructionprojects. The SOSB is responsible
for the contractingprocessincluding approvaland amendmentcontrol for major
constructioncontractsas well as other contractsfor professionalservicesand
goodsrelatedto constructionprojects.

Real Property ServicesBranch (RPSB) - The RPSBis a matrix organization
consistingof:

• Client ServiceUnits (CSU) - providingprimarytechnicalservicesto clients;
and,

• CentresofExpertise(COB) - providingexpertiseandresourcesto CSU?s.
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Therespectiverolesofthe CSUsandCOEsregardingconstructionprojectsare:•

ClientServiceUnit - In boththeNCA andtheRegions,theCSUis thefocalpoint
for client relationsona day-to-dayoperationalbasis. Dependingon clientneeds
andpreferences,CSUteamsareestablishedand dedicatedto specificclients. In
theNCA, CSUsreportto theExecutiveDirectorwhereasin theregionstheCSUs
reportto therespectiveRegionalDirectorGeneral.

Centres of Expertise - The Office Accommodation/RealEstate Services
(OA/RES), Architectural and Engineering Services (A&ES), Property and
Facilities ManagementServices(PFM) Sectors,as COEs, are responsiblefor
qualityassurance,businessdevelopmentandtheframeworkfor nationalstandards
andservicelevels for the four majorbusinesslines of RPSB. Wherethereis a
need to harmonizeclient priorities with governmentpriorities, the COEs are
expectedto bethechampionsofoverallRPSBprogramobjectives.

Project Leader - This is the officer accountable for the overall
developmentandmanagementoftheprojectincluding incorporationofthe
Owner/Investorperspective.

SeniorProjectManager(SPM)- TheSPM providesstrategicarchitectural
and engineeringadviceto the CSU andis usuallythefocal point for the
delivery of all A&E professional,technical and project management
services,includingengineering,architecturalandaccommodationplanning
andinteriordesign. TheSPMis responsibleforprojectqualityassurance.

ProjectManager- TheProjectManageris theofficer responsiblefor the
implementationof a specific portion of a project, suchas design and
construction,including themanagement,administration,andco-ordination
of activities for that portion of the project during the Definition and
ImplementationPhases.TheProjectManagerrepresentstheservicegroup
thatactsonbehalfoftheCSUduringtheImplementationPhase.

InvestmentManagementBoard(1MB) - The1MB providesadviceto theAssistant
Deputy Minister, RPSB,on all real propertyprojectshaving a valueexceeding
thatdelegatedto theDirectorsGeneralofthePWGSCRegionsandtheNCA. The
1MB is chairedby the Director Generalof OA/RESand includesthe Directors
General,RPSB;theDirector,Owner/InvestorDirectorate;theDirector,Resources
and Strategies;theExecutiveDirector,RPSB;and, a FinancialAdvisor from the
GovernmentOperationalServicesBranch.

Therole of1MB, asit relatesto projectapprovals,is to:

PublicWorksandGovernmentServicesCanada 8
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• review and make recommendationsto the ADM, RPSB on all
investment projects, including capital, having a value exceeding
delegatedauthority, or those projects which the RDGs/Executive
Director may wish to refer. (Currently projectsover $2.5 million
mustbesubmittedto 1MB);

• ensure that project approval submissions are consistent and in
compliancewith the RPSB BusinessPlan, the National Investment
Strategy, the Framework for Accommodation Management,the
National Divestiture Strategyand budgetallocations/savingstargets;
and,

• facilitate project approvalseffectively and efficiently while making
consistentvalue-addedobservationsandsuggestions.

Supply Operation ServicesBranch (SOSB) - The SOSB is the procurement
authority for constructioncontracts as well as the related architectural and
engineering consultants contracts. The SOSB authority is exercised for
constructioncontractsin excessof the RPSB delegatedcontractingauthority of
$25,000.

Real Property Contracting Directorate (RPCD), - The RPCD is the SOSB
organizationresponsiblefor constructioncontractsandrelatedcontracting.

PWGSC Regions - Each PWGSC Region provides construction project
managementand constructioncontractingservicessimilar to the NCA model
exceptthat in theregionsboththe RPSBandSOSBreportto the sameRegional
Director General. The CSUs and COEs in each region work along with
contractingspecialists(oftenreferredto asRealPropertyContractingServices)to
provideconstructionprojectandcontractingservices.EachregionhasaRegional
InvestmentManagementBoard (RIMB) which carries out many of the same
functions as the 1MB. The RIMB reviews all regional projectsbetween$1
million to $2.5 million.

2.2.2 ServkeDelivery/Operational Process

ProjectApprovalProcess

Project approval processesare describedin the RPSB Project Management
StandardPracticemanualunder the subject.ofProjectDelivery System(PDS).
The PDS is a generic systemapplicableto all real propertyprojects,both those
fundedby the Departmentand thosedeliveredon behalfof other clients. The
phasesofthe PDS include:planning,defmition, implementation,commissioning,
operatingandevaluation.TheattachedAppendixB presentsanoverviewchartof
theprocess.

PublicWorksandGovernmentServicesCanada 9
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Theprocessfor projectapprovalsfor majorconstructionprojects,usingtheNCA
model,is asfollows:

• The projectinitiation/approvalprocessconsiderslong and shortterm capital
assetplans and client requirements.It requiresthe involvement of several
RPSBorganizations.An annualBuilding ConditionReport,producedby the
PropertyandFacilitiesManagementSector,feedsin to anAssetManagement
Plan (5 year) and a Building ManagementPlan (annual). The Tenant
RequirementPackage(TRP) andtheClientAccommodationDemandStrategy
(CADS) are input into the TenantAccommodationDemandSystem. This
planningsupportsthe developmentof an InvestmentAnalysis Report(IAR)
for eachproposedproject by the responsibleCSU in conjunction with
representativesfromthe CentresofExpertise;

• The IAR, a businesscasedocument,is presentedto the appropriateauthority
for projectapproval.TheIAR identifiesthe optimumsolutionanddefinesthe
project in detail by establishinga project budget, a completion date, an
organizationframeworkfor deliveryandanyrequiredcontrols;

• Dependingon the funding requiredfor the project the approvalmust be
requestedat theRegional/ NCA level or from the 1MB. At eachlevel the
proposedprojectsare reviewedusing a committeeprocessinvolving broad
basedrepresentation;

• A PreliminaryProjectApproval (PPA) is normally requestedwhenthe initial
project planning and identification phase is completedand the project
definition phasehasstartedor is aboutto start. This stepseeksauthorityto
proceedwith all or part of the project’s defmition phase. The RPSBmust
clearlydemonstratethat a requirementdirectly relatedto theachievementof
programgoalsandresponsibilitiesexists;

• ThePPAnormallyincludes:
• thecostsfor design,documentation,andconstructionsupervision;
• animplementationcostplan;
• an identification of risks and forecasts(normally basedon Class C

estimates+/- 15%);

• the submissionof an IAR to the 1MB for recommendationto the
ADM, RPSBfor all projectsover $2.5 M including regionalprojects;
and,

• asubmissionto TreasuryBoardfor thePPA is requiredfor all projects
over$20Mfor buildingsand$5M for otherfederalfacilities.

• An Effective ProjectApproval (EPA) must be obtainedbefore starting the
project implementationphase. Approval of theEPA establishesthe costand
othercritical objectivesthat•form the project baseline. Specifically at this
stage:.
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• theIAR is modifiedto incorporatetherefineddesignandcostdatainto
amorecompleteandaccurateIAR;

• the IAR is submittedto the 1MB for recommendationto the ADM,
RPSB;

• a Class B estimate(+/- 10% accuracy)basedon specific quantity,
quality andlocationcriteriasupportedwith sufficientdetail is required;

• the Class B estimate,preparedat the completionof the preliminary
design,includesunit costs basedonmarketconditions;and,

• a submissionis requiredto be sentto TreasuryBoardfor EPA for all
projectsover $20million for buildingsand$5 million for otherfederal
facilities.

ProjectandBusinessManagementSystem

TheProjectandBusinessManagementSystem(PBMS) is a projectmanagement
tool thatwasdevelopedby theRPSBandis intendedto beusedby all RPSBstaff
who arerequiredto manageprojects.ThePBMShastwo mainmodules:

TheTime ManagementModule,which helpsmanagetime utilizationfor both
employeesandcontractedresourcesforprojects;and,

• The Project ManagementModule which is designed to assist in the
managementofprojects.

ThePBMS wasdesignedto providea sourceof currentandaccurateinformation
regardingprojectssoasto assistthe projectmanagerandclient to makeinformed
decisions. The PBMS was intendedto provide a comprehensiveand accurate
tracking of project costs incurred throughoutRPSB, and to enablethe project
managerto measurethosecostsagainstbothrevenuesandtheprojectbudget.

ContractandAmendmentApprovalProcesses

A key component in the contractingprocess is the ProcurementPlan or
(dependingon the estimatedamountof the requirement)the ContractPlanning
and Advance Approval (CPAA) document. One of the aforementioned
documentsis producedby the RPCD, SOSB following the receipt of the
requisition from RPSB. Thesedocumentsprovide information suchas the
description of the requirement,method of solicitation, basis of selection,
anticipatedbasisofpaymentandmilestones,estunatedamountofthecontractand
the Pre-approvedAmount for AnticipatedAmendments(explainedbelow)along
with the associatedrisk analysis. The ProcurementPlan(or the CPAA) mustbe
approved by the appropriateprocurementauthority in the SOSB prior to
proceedingwith solicitationofprocurementsover $50,000including construction,

• architecturalandengineeringservicescontracting.
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The CPAA processallowscontractingofficers to awardcontractswithout further
referenceto the approval~authoritywhenthereareno significantchangesfrom an
approvedCPAA form. If the procurementactionresultsin a significantchange
from the originally approvedplan, this changemustbe approvedin accordance
with sector/regionpr&edures. If thereis no significantchange,the contracting
officerpreparesthe contractfortheappropriatesigningauthority.

For contractsnot pre-approvedthroughthe CPAA process(i.e. thosefor which a
formalProcurementPlanwasprepared),a ContractRequestfor authorityto enter
into a contractmustbepreparedprior to issuanceofthe contract. The Contract
Requestgives an accuratedescription of the terms and conditions requiring
approvalandreflectsdatacontainedin theapplicablefiles. TheContractRequest
is submittedfor reviewandapprovalin accordancewith Departmentalpolicy and
delegatedauthoritylevels.

Anotherkey documentis theProcurementInformationForm (PIF) which is sent
to theMinister’s Office to provideinformation regarding approvedprocurement
plans,revisionsto procurementplansandproposedawards. RegionalandSOSB
DirectorsGeneralareresponsiblefor providinga PIF for eachprocurementplan
and contract award valued above the appropriatethresholdsas required by
Departmentalpolicy.

In orderto comply.with Departmentalamendmentapprovalrequirementsandto
meet RPSB businessneeds,the RPSB and the RPCD have instituted a new
processcalledthe Pre-approvedAmount for AnticipatedAmendments(PAAA)
for anticipatedchangeorders which might be required under a construction
contract in the NCA. A ChangeOrder is the documentused to amenda
constructioncontract.

The PAAA amount is calculatedbasedon a risk assessmentby the Project
Manager. The PAAA forms part of the total amount includedin the approval
process. Thus, any ChangeOrderrequestedon a contractwhich waspart ofthe
PAAA’s originalapprovalamountmay beapprovedat a level no higherthanthe
Director, RPCD. TheRPCDmaintainsa log to monitorchangeorderactivity to
ensurethat changeorders are within the PAAA. Changeorder requestsnot
includedin (or in excessof) the originalPAAA aresubjectto thestandardSOSB
approvalprocessfor amendments.

The changeorderprocessrequiresall changeorderdocumentsto be sentto the
RPSB ChangeOrder Office. The ChangeOrder Office performs a quality
assurancereviewto determineif the documentsprovidethenecessaryinformation
priorto sendingthemto RPCD,SOSBfor approval.
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Appendix C attachedpresentsanoverviewchartofthe contractand amendment
approvalprocess.

ExpenditureControlProcesses

Monitoring andcontrolovertheprojectexpenditureis providedatthelevelofthe
contractamount,work orderamountandtheinternalbudgetedfeesof aparticular
project. There is an annual funding allocation given to each project.
Commitmentagainsttheseamountsis monitoredby theCSUFinanceClerkusing
theFMS.

Total project costsand forecastsaremaintainedandmonitoredby eachproject
leaderusingunofficial desktop systems. Thetotal projectexpenditureincludes
construction, professional services, salaries and other non-capital funding
provided for such activities as operating,maintenanceand temporary lease
accommodation. Projectleadersbasetheir monthly project financial statusand
forecastreportson theseunofficial records. Neitherthe FinancialManagement
System(FMS)nor thePBMS facilitateexpenditurecontrolatthelevel ofthetotal
approvedproject amount. The total approvedproject amount which may be
committedoverseveralyearsis not recordedin eitherofthesetwo systems.

TheOwner/InvestorDirectoratemaintainsa CapitalProjectBriefingNoteoneach
Capital project with approval over $1 million. A Briefing Note contains
informationsuchasdescription,location, approvaland project status,cost and
forecasts,and priority ranking. The Briefing Notesare recordedin the Real
Property Project System (RPPS). The briefing notes are manually updated
quarterly by the responsibleproject leaders for input into RPPS by the
Owner/InvestorDirectorate. In additionto theirusefor planningand forecasting
future expenditures, the Capital Project Briefing Notes are the basis of
informationpublishedin the Main Estimatesto support the annualrequestfor
capitalappropriationfunding.

2.2.3 PWGSC Level 1 Construction Projects

To provideperspective,asto volumes,thereare currently approximately2,200
Level 1 constructionprojectsrecordedin thePBMS with funding (rangingfrom a
few dollarsto millions) for 1999/2000to improveassetsfor which PWGSCis the
custodian.(* TheNCA totaldoesnot includethe ParliamentaryPrecinct.)

NCA * 1,060 $407,240,000 69 ••
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Quebec 328 68,735,000 11
Ontario 534 34,726,000 11
Atlantic 1.18 19,512,000 3
Western 113 16,975,000 5
Pacific 81 16,607,000 2
Total 2,234 $563,795,000 101

2.3 Preliminary Findings

2.3.1 ProjectApproval

The RPSB hasdocumentedthe processesand practicesgoverningconstruction
projectapprovalin its recentlypublishedProjectManagementPracticeStandard
as well as in other availableresourcessuchasthe Owner/InvestorHandbook.
Analysis of the constructionproject approvalprocessesand practicesindicates
that they comply with authoritiesestablishedin TreasuryBoard and internal
delegatedauthorities. In addition, the RPSB persounelwho were interviewed
indicatedawarenessand acceptanceof the processesas well as the authority
levels.

The constructionproject approvalprocessrequiresbusinesscasesubstantiation
through an InvestmentAnalysis Reportfor eachproject which is supportedby
long andshort termplanning for assetsandclients. The processofproposinga
project and obtaining approval also involves the scrutiny of severalRPSB
organizations. Proposedprojectsmust meet pre-establishedinvestmentcriteria
including the satisfactionof National and Regionalpriorities before receiving
approvalcontingentonavailablefunding.

TheauditteamreviewedtheRPSBInvestmentManagementBoard(1MB) records
andassociatedprojectapprovalrecordsfor severalmajorprojects. A sampleof
several projects including some requiring Treasury Board (TB) approval was
selected. All projects from the 1MB sample were traced to documentation
maintainedby the Owner/InvestorDirectoratewhich indicatedcomplianceto the
projectapprovalprocesseswithin thedelegatedlimits ofauthority.

Considerabledifficulty, however,wasencounteredin locatingandaccessingthe
project approvaldocumentsfor a sampleof projectsselectedfrom the PBMS.
The RPSB doesnot utilize a standard,logical project numberingand naming
convention that facilitates a clear information trail from the PBMS project
managementrecordsto supportingproject approvaldocumentation.Conversely,
the informationtrail leadingfrom the approvaldocumentationbackto the active
and/orcompletedprojectsrecordedin thePBMS is not clear.

PublicWorksandGovernmentServicesCanada
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The PBMS facilitatesthecreationof projectrecordsusingahierarchicalstructure
with a “Level 1” hierarchicalindicatorif theprojecthas“parent” statusandLevel
2 or 3 etc. assignedto its subsidiaryprojects. In actualpractice,however,several
Level 1 projectrecordscanbecreatedby a project managerall ofwhich may be
associatedwith a singleprojectapproval. This limits theability ofthe RPSBto
provide clearvisibility that activeand/orcompletedprojectshaveapproval. In
addition,thecurrentprojectidentificationpracticesalsolimit aneffectiveroll-up
andreportingofprojectcostsout ofthePBMS to supportthemonitoringoftotal
project costs. Total project cost monitoring is discussedin more detail
subsequentlyasrelatedto expenditurecontrol.

Therewas,in the end,evidenceofproperapprovalfor the projectsselectedin the
PreliminarySurveysample. An excessivemanualeffort, however,was required
by both ARB andRPSB personnelin assemblingand linking relatedLevel 1
projects selectedfrom the PBMS to the supporting approvalevidence in the
hard-copyprojectfiles.

Impact: Given the current incompleteinformation trail, an excessivemanual
effort is requiredto traceand obtainevidenceofapprovalfromprojectsrecorded
in thePBMSto theirsupportingapprovaldocumentation.In addition, thecurrent
projectidentificationpracticepreventsRPSBmanagementfrom monitoringtotal
projectcostsusinga corporatesystemsuchasthePBMS.

Conclusion:

There are adequateprocessesand practices•governing construction project
approval which comply with authorities established in Treasury Board,
Departmentalguidelinesandinternaldelegatedauthorities.

Currentprojectidentificationpracticesneithersupportefficientaccessto evidence
ofprojectapprovalfor constructionprojectsmanagedthroughthe PBMS nordo
theyfacilitateprojectcostmonitoringonatotal projectbasis.

2.3.2 ConstructionContract and AmendmentApproval

Constructioncontractapproval and changeorder (amendment)processeswere
reviewed and found to comply with Treasury Board and Departmental
requirements.

Since 1998, whentheRPSB contractingauthority was reducedto $25,000,both
the SOSB and the RPSB have been working collaboratively to develop
constructioncontracting practices to meet RPSB businessneedswhile still

Public WorksandGovernmentServicesCanada 15
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complying with authoritiesestablishedin TreasuryBoardand internaldelegated
authoritiesaswell asotherapplicableDepartmentalpoliciesandprocedures.

TheRPSBand SOSBpersonnelinterviewedindicatedawarenessandacceptance
ofthe constructioncontractingprocessesand authoritylevels. The construction
contractingprocessesaredocumentedbutnot yetincludedin theSupplyManual.

Although this Preliminary Survey did not examine individual construction
contractsand changeorder documentsfor compliance,the concurrentAudit of
ConstructionContractingPracticesin the National CapitalRegion(1999-642),
conductedby the Audit and ReviewBranch,examinedeight major construction
contracts from the NCA and found no significant issues with contractand
amendmentapprovals.

Conclusion:

Basedon theresultsof theAudit ofConstructionContractingPracticesalongwith
the reviewof proceduresconductedin this PreliminarySurvey,the construction
contractapprovalandchangeorderprocessesensureappropriateauthorizationand
approvalofcontractsandcontractamendments.

2.3.3 ProjectExpenditureControl

Project financial control is appliedat the level of individual contractamounts,
work order amounts, internal budgetedfees as well as the annual funding
allocationgivento eachproject. Theseamountsarerecordedin theFMS andare
monitoredby therespectiveProjectLeader,ProjectManagerand GOSBFinance
Clerk.

There is, however,no official systemin use for monitoring the total project
expenditureagainstthe total amountapprovedfor theproject. The total project
expenditure includes construction, professional services, salaries and other
non-capitalfunding provided for suchactivities as operating,maintenanceand
temporaryleaseaccommodation.

The RPSBrelies on individual project leadersto maintain informal accounting
recordsfor monitoringpurposesandassurancethat total projectexpendituredoes
notexceedtheamountapprovedfor eachproject. Neitherthe FMS northePBMS
facilitate expenditurecontrol at the level of thetotal approvedprojectamount.
Thetotal approvedprojectamountwhich maybe.committedoverseveralyearsis
notrecordedin eitherofthesetwo systems.

Total project costsand forecasts.are maintainedand monitoredby eachProject
Leaderusing unofficial desktop systemsl ProjectLeadersbasetheir monthly
project financial status and forecastreports on these unofficial records. In

PublicWorksandGovernmentServicesCanada 16
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addition, theseinformal projectrecordsarethe informationbasisfor the Capital
Project Briefing (CPB) Notes produced quarteriy for projects which have
approvedforecastedspendingover$1 million.

TheseCPBNotesarepreparedby projectleadersand sentto the Owner/Investor
Directoratefor planningpurposesaswell asfor forecastingfuture expenditures.
They arealso thebasisof forecastandpastexpenditureinformationpublishedin
the PWGSC Main Estimates to support the annual request for capital
appropriationfunding. Thepastexpenditureinformationoncapitalprojectslisted
in theMain Estimatesis thusneitherreconcilednorvalidatedto theDepartmental
managementinformationsystems(PBMS/FMS).

ThePreliminarySurveydid not performtesting to identify instanceswherebythe
total approvedprojectamounthasbeenexceeded.

Impact:

The quality ofprojecifinancial control informationusedby the Departmentas
well as the quality of the expenditureportion .of major project information
reportedin the Main Estimatescouldbe questionedas it is basedon informal
recordswhicharenotreconciledto official accountingrecords.

An additional relatedconcern is the ability of the RPSB (and Regions) to
reproduceimportantfinancial information~fthe informal recordsmaintainedby
aprojectleaderwerelost or destroyed

Conclusion:

Project financial control is applied at the level of individual contractamounts,
work order amounts, internal budgetedfees as well as the annual funding
allocationgivento eachproject.

Improvementis required,however,in the methodsusedfor monitoringthetotal
projectexpenditureagainstthetotal amountapprovedfor theprojects. Thetotal
project costswhich areusedfor monitoring andreportingarenot maintainedon
secure Departmental information systems which are reconciled to official
accountingrecords. Relianceon theseinformal recordsreducestheconfidencein
thequalityofthe information.

PublicWorks andGovernmentServicesCanada
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2.4 Recommendations

It is recommendedthat:

1. the AssistantDeputy Minister, RPSB implementa corporate project
identification conventionfacilitating a linkage of project information across
systemsto project approval documentationas well as supportingan effective
mechanismfor monitoringandreportingofcostson a totalprojectbasis;

2. theAssistantDeputyMinister, PLPSB, in collaboration with theAssistant
DeputyMinister, GovernmentOperationalServiceBranch, ensurethat official
Departmentalsystemsand records are employedto monitor the total project
expenditureagainstthetotalapprovedprojectamount;and,

3. the Detailed ExaminationPhase, which would have reviewedcontract
filesandadditionalprojectfilesfor evidenceofcompliance,notbe conductedas:

z) thereareadequateprocessesandpracticesgoverningconstruction
projectapproval, in the NCA, which complywith authoritiesestablished
in Treasury Board, Departmental guidelines and internal delegated
authorities;

ii9 theconstructioncontractapprovalandchangeorder (amendment)
processesin place,for the NCA, ensureappropriateauthorizationand
approvalofcontractsandcontractamendments;and,

iii) time is requiredfor the RPSB to effect improvementsto the
mechanismsin placeto monitor thetotal constructionprojectexpenditure
againsttheapprovedprojectamounts.
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Appendix A - List of PersonsInterviewed

RealPropertyServicesBranch

GarnetStrong,Director,ProjectManagement,ArchitecturalandEngineeringServices
JimQuinn, Manager,ProjectManagementOperations,ProjectManagementCentre
Alain Tr~panier,StrategicManager,StrategicManagement -

Robert Matte, Manager Quality Assurance, Integrated Support Centre, Project
Management

DenisLajoie,Manager,SpecialProjects,National ClientServiceUnit - PWGSC
Lyne Alie, ProjectManager,NationalClientsServiceUnit - PWGSC
PaulFrame,ProjectManager,SpecialProjects& Major Initiatives
DavidReuter,ProjectManager,SpecialProjects& Major Initiatives
Toby Greenbaum,SeniorProjectManager,NationalClient ServiceUnit -

RCMP/NCC/Museums/CSIS
MoniqueMorn, AdministrativeAssistant,National ClientServiceUnit -

RCMP/NCC/Museums/CSIS
JackieBois, ProgramAdministrator,NationalClientServiceUnit - ND

PeterHarvey,ProjectManagerAES,NationalClient ServiceUnit - HealthCanadaand
StatisticsCanada

BrianTilley, Advisor,Owner/InvestorDirectorate
PierrePich~,InvestmentAnalyst, Owner/InvestorDirectorate
JimTurpin,Manager,Owner/Investor,OfficeAccommodationServices/RealEstate

Sector,PacificRegion

GovernmentOperationalService/FinanceSector

LouiseHolmes,Manager,CorporateAnalysis,TB Submissions,FinancialManagement
Directorate

SteveMulvey, SeniorFinancialOfficer, CentralSubmissionsUnit, CorporateAnalysis,
TB Submissions

SupplyOperationsServicesBranch/RealPropertyContractingDirectorate

YvonneRussell,A/Director,Construction& MaintenanceServicesDivision
JohanneCamirand,TeamLeader, ConstructionandMaintenance
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