Management’s Response to the Auditor General’s Review of
Mid Term Review of the Union Station Revitalization: Managing Risksin a

Highly Complex M ulti-Y ear, Multi-Stage, M ulti-Million Dollar Project

APPENDIX 2

Manager and Chief Financial Officer
to implement additional status
reporting for large capital projects,
including the Union Station
Revitalization including:

a. Additional detail in capital
budget and capital variance
reports; and

b. Separ ate statusreporting to
City Council for large capital
projects. Thresholdson
milestone sippage and cost
escalation should be developed
to determine the frequency and
extent of such reporting.

be consolidated into one
recommendation that addresses the
overall new reporting requirements
for extra-ordinary capital projects
(definition required), including
Union Station including
identification of the issuesthat are
to be addressed in thisreport. As
recommended, this becomes a City
wide requirement if implemented.
One consolidated recommendation
would aso make the reporting
expectations clearer; an annual
report that addresses the key aspects
associated with the delivery of the
project including:

Overall Project Status
Budget/Financial Status

Schedule Status

Major Challenges and Project Risks
Customer and Stakeholder
Relations/Impacts

Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
1 City Council request the Deputy City | X e Recommendations 1-4 could readily

a. Beginning in 2014, the capital
variance reports will include additional
detail on large capital projects,
including life to date information,
milestones and milestone slippages and
any cost escalations.

b. For the 2013 capital budget process,
detailed information will be provided
specifically on Union Station —
including milestones and life to date
information in the analyst briefing notes
submitted to Budget Committee.
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Manager and Chief Financial Officer
toreport periodically to City Council
to provide:

a. Anupdateon theforecasted
final cost to complete each stage
of construction; and

b.  Explanationsfor significant
variances from theoriginal
phase construction budgets and
any remedial action planned or
necessary.

No. 1.

Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
2. City Council request the Deputy City X e See comments, Recommendation e Tobeaddressed as part of

Recommendation No. 1, ltem

b).
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Manager and Chief Financial Officer
to report back to City Council in
supplementary statusreports, the
nature of any work that will be
omitted from the Union Station
Revitalization and therelated impact
on thetiming and cost of future state
of good repair and service
improvement projectswithin the
overall Capital Plan for Union
Station.

No. 1.

Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
3. City Council request the Deputy City X e See comments, Recommendation e Tobeaddressed as part of

Recommendation No. 1, ltem

b).
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Director, Facilities Management to
report to City Council annually on the
actual progress of the Union Station
Revitalization project against the
baseline schedule for each stage of
construction. Such reportsto include:

a. Explanationsfor significant
delays;

b. Plansto make up for schedule
delays; and

C. I dentification of any significant

costsresulting from the
implementation of schedule
recovery plans.

No. 1.

Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
4. City Council request the Executive X e See comments, Recommendation e Tobeaddressed as part of

Recommendation No. 1, ltem

b).
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Director, Facilities Management to
obtain and monitor adherenceto the
General Contractor/Construction
Manager’scritical path schedule.
Monitoring activities should include:

a.

I dentification, analysis and
resolution of any deficiencies
or impracticalitiesin the
critical path schedule;

Written communication of any
disagreement with delays

reported and changes made to
thecritical path schedule; and

Tracking of the causes of
delays.

many aspects of contractual
obligations, deliverables and
relationships with our GC/CM and
the Consultant has been and will
continue to be a major focus of the
dedicated and experienced USRP
team working on the delivery of
this extremely complex project.
Project delivery model places
considerable responsibility on the
GC/CM and Consultant to perform
their role professionally in support
of the overall goals and objectives
of the project however the
recommended direction suggests
more direct involvement on the
part of project staff into the
monitoring, documenting and
reporting on these roles and as
such may necessitate additional
resources to undertake effectively.

Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
5. City Council request the Executive X e The active management of the Implemented. Ongoing.

Critical path schedule updates
received and being reviewed
by City.

Project staff continue to focus
on key aspects of project
delivery, including schedule
management.
Recommendations 5, 7, 9, 12,
14, 15, 16, 19-22 will be
prioritized and implemented to
the extent required to provide
proper administration and
management of the project.
Project resource impacts will
beidentified in 2012.
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Manager to ensurethat the
responsible City division develop and
implement, for all significant and
complex capital projects, an enhanced
process for assessing and managing
project risks. Therisk assessment
should be comprehensive prior tothe
start of the project and be
continuously reviewed and updated.

just FM& RE.

FM& RE would be pleased to
share the framework that has been
developed for the Union Station
project for the development of this
risk management strategy for
possible implementation on a City
wide basis.

Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
6. City Council request the City X e Impacts across City divisions, not | The assessment and management of project

risks for significant and complex capital
projectsisled by the City division responsible
for the capital project and supported by
variousinternal resources needed to address
their respective areas of risk management.

Internal City resourcesinclude Legal
Services, Internal Audit and Corporate
Finance's Corporate Financial Strategies and
Insurance and Risk Management . Internal
City resources support the City division
responsible for capital project by identifying
financial, insurance, operational and
contractual risks associated with significant
and complex capital projects.

The City Manager's Office, and the internal
City resources named above, will work
together to:

- ensure that a comprehensive risk assessment
process, including mitigation measures and
the identification of different risks and their
project impacts, isincorporated into existing
processes involving significant and complex
capital projects; and

* ensure that the risk register is updated and
remains complete and current.
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Director, Facilities Management to
ensurethe General Contractor/
Construction Manager implement
their proposed risk management
process within the agreed lump sum
amount for Fixed General Accounts
and FeePrice.

No. 5.

Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
7. City Council request the Executive X e See comments; Recommendation Risk register has been updated

as of September 2012. Staff
reviewing register but also
currently being utilized as one
of the tools to manage the
project.

Risk Management process
identified in contract
documents will be
implemented as part of the
overall suite of tools being
used to manage this complex
project.

Project staff continues to focus
on key aspects of project
delivery, including risk
management.
Recommendations
5,7,9,12,14,15,16,19-22 will
be prioritized and will be
implemented to the extent
required to provide proper
administration and
management of the project.
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Manager responsible for the oversight
of significant and complex capital

proj ects where the Construction
Manager model isbeing used, to
ensur e that the Construction M anager
isengaged in sufficient timeto allow
for an effective review of design and
contract documents.

facilitate the fast track delivery of
projectsincluding timely retention
of project staff and pre-
construction services of a
construction manager.

Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
8. City Council request the Deputy City X e Current City processes do not Working within the existing

processes and procedures will
not resolve the issue and
address the recommendation
so will have to develop anew
approach to significantly
improve performance
regarding thisissue.
Regarding timing for
implementing the
improvement; thiswill require
another significant and
complex capital project where
the Construction Manager
model is being used.
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Director, Facilities Management, in
consultation with the City Solicitor, to
ensur e adherenceto proceduresfor
theretention of critical and other
relevant recordsrelated to the head
lease, design, construction, and
contract administration of the Union
Station Revitalization.

procedure for DCAP isin place.
Consolidation of City/Consultant and
GC/CM records within the City'sfiles
can be undertaken, given sufficient
resources.

Overall document management strategy
for aproject of this complexity and
magnitude will be built upon the
fundamental s and guidance of the DCAP
procedure.

Sufficient staff are not currently available
to review and develop a comprehensive
document management strategy.

All documentation required continues to
be fully available and accessible for City
staff.

Project delivery model places
considerable responsibility on the
GC/CM and Consultant to perform their
role professionally in support of the
overall goals and objectives of the project
however the recommended direction
suggests more direct involvement on the
part of project staff into the monitoring,
documenting and reporting on these roles
and as such may necessitate additional
resources to undertake effectively.

Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
9. City Council request the Executive X Existing documentation retention e Intheinterim, current staff

will endeavor to retain key
additional records of
information identified through
this audit.

Asthe processis now
complete, the Head L essee
documentation has been
collected and will be
consolidated for record
keeping purposes within the
Real Estate division.
Recommendations
5,7,9,12,14,15,16,19-22 will
be prioritized and will be
implemented to the extent
required to provide proper
administration and
management of the project.
Project resource impactsto be
identified in 2012.
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ZlE

Recommendation

Agree
X)

Disagree

X)

M anagement Comments:
(Commentsarerequired only for
recommendations where there is disagreement.)

Action Plan/
Time Frame

City Council request the Executive
Director, Facilities Management, to
implement proceduresto ensuretrade
contracts are accurately and
completely scoped prior toissuing
competitivetenders.

e See comments, Recommendation
No. 5.

GC/CM have staff in place,
but more critically, the time,
to provide the required input
into the future stages of the
project to improve
performance on thisissue.
Recommendations
5,7,9,12,14,15,16,19-22 will
be prioritized and will be
implemented to the extent
required to provide proper
administration and
management of the project.
Project resource impacts will
beidentified in 2012.

11.

City Council request the Executive
Director, Facilities M anagement,
review fees paid to the Prime
Consultant and ensurethat fees
payable for contract administration
align with actual progress of each
Stage of construction.

e The active management of the
many aspects of contractual
obligations, deliverables and
relationships with our GC/CM and
the Consultant has been and will
continue to be a major focus of the
dedicated and experienced USRP
team working on the delivery of
this extremely complex project.

Implemented. Ongoing.
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Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
12. | City Council request the Executive X e See comments, Recommendation Recommendations

Director, Facilities Management to
ensur e controls areimplemented to
verify, on a periodic random test
basis, labour costs against source
documents such astime sheets or
services records.

No. 5.

5,7,9,12,14,15,16,19-22 will
be prioritized and will be
implemented to the extent
required to provide proper
administration and
management of the project.
Project resource impacts will
beidentified in 2012.
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Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
13. | City Council request the Executive X e See comments; Recommendation Required work plans for Phase

Director, Facilities Management to
ensur e controls areimplemented to
monitor the Reimbur sable General
Accounts. Controlsshould include:

a. Authorization of work plansfor
significant componentsin
accordance with the Phase 2
Agreement including monthly
forecast to completion; and

b. Timely comparison of thetotal
amounts billed by component to

budgetsin the Phase 2 Agreement

and investigation of any
significant variances.

No. 5.

2 reimbursable general
accounts received and being
reviewed by City staff.
Recommendations
5,7,9,12,14,15,16,19-22 will
be prioritized and
implemented to the extent
required to provide proper
administration and
management of the project.
Project resource impacts will
beidentified in 2012.
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Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/

No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)

14. | City Council request the Executive X See comments; Recommendation Recommendations
Director, Facilities Management to No. 5. 5,7,9,12,14,15,16,19-22 will
implement proceduresto reduce be prioritized and
design errorsand omissions. Such implemented to the extent
proceduresto include: required to provide proper

: . . administration and
a. Ensuring that design work is X Item &): Design work is reviewed management of the project.
properly reviewed and for general compliance, however Project resource impacts will
authorized; detailed reviews not consistent be identified in 2012.
b. Ensuring the Prime Consultant X with industry practice.
and General Item b): Project team will use
Contractor/Construction informed judgment about the
Manager carry out surveysof the extent of additional pre-
site; construction surveys required.
c. Ensuringthe General Item ¢) GC/CM have staff in
Contractor/Construction X place, and more critically, the
Manager performsareview to time, to provide the required input
confirm the “ constructability” of into the future stages of the project
the design; and to significantly improve
d. Evaluatingthe performance of X performance on this issue.

the Prime Consultant at frequent
intervals.

Item d) Consultant evaluation and
performance feedback is provided
on an ongoing basis during the
daily close interaction between the
City project team and the
Consultant
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Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/

No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)

15. | City Council request the Executive X e Professional judgment of the Will document the current
Director, Facilities M anagement to management staff involved in each process which identifies staff
establish a process to ensur e the cost individual issue is used being used to experience and expertise as the
of extrawork is determined in determine the val ue of expending key criteriain determining the
accor dance with the terms of the project funds on third party reviews, requirements for independent
Master Agreement. Criteria should * Seecomments; Recommendation reviewsin 2012.
be established as guidance for when No.5
independent cost estimates or reviews
arerequired for the pricing of change
orders.

16. | City Council request the Executive X e See comments; Recommendation Review complete. Any

Director, Facilities M anagement to
ensur e previously approved change
ordersarereviewed to ensure
compliance with thetermsof the
Master Agreement and, where
applicable, change ordersarerevised
and credits owing to the City for
pricing errorsare obtained.

No. 5.

required adjustments will be
processed before end of 2012.
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Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
17. | City Council request that the X o Staff, together with GC/CM Existing staff, together with

Executive Director Facilities
Management expedite the
identification of and billing for
additional work undertaken and paid
for by the City for third parties.

currently expediting this activity,
within the constraints of existing

staffing resources.

See comments; Recommendation

No. 5.

GC/CM staff will continueto
expedite this activity as
effectively as possible until
additional resources become
available to make further
improvements.
Recommendations
5,7,9,12,14,15,16,19-22 will
be prioritized and
implemented to the extent
required to provide proper
administration and
management of the project.
Project resource impacts will
be identified in 2012.
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Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
18. | City Council request the Executive X e See comments; Recommendation On-going.

Director, Facilities Management to
ensur e adherence to operating
proceduresfor change ordersand
change directives. Adherence should
be evidenced in the official records
retained in the City’ s possession.

No. 5.

Reference Recommendation 9
abovein regardsto
construction document records
retention.

Recommendations
5,7,9,12,14,15,16,19-22 will
be prioritized and
implemented to the extent
required to provide proper
administration and
management of the project.
Project resource impacts will
beidentified in 2012.
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Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
19. | City Council request the Executive X e See comments; Recommendation Project Quality Management

Director, Facilities Management to
enfor ce the General Contractor/
Construction Manager’s adherenceto
key controlsin their “Project Quality
Management Plan” within the agreed
lump sum amount for Fixed General
Accountsand Fee Price.

No. 5.

Plan, provided by GC/CM has
been updated and is under
further review by City staff.
Recommendations
5,7,9,12,14,15,16,19-22 will
be prioritized and
implemented to the extent
required to provide proper
administration and
management of the project.
Project resource impacts to be
identified in 2012.
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Rec Recommendation Agree | Disagree M anagement Comments: Action Plan/
No X) X) (Commentsarerequired only for Time Frame
recommendations where there is disagreement.)
20. | City Council request the Executive X e Current processes aready address Additional tracking and

Director, Facilities Management to
establish a processto track and follow
up on issues, deficiencies, and non-
conformance identified through site
reviews, inspections, and testing.

all major issues on an ongoing
basis.

e Seecomments, Recommendation
No. 5.

reporting has been
implemented as part of the
enhanced documentation
requirementsidentified in this
audit.

Recommendations
5,7,9,12,14,15,16,19-22 will
be prioritized and
implemented to the extent
required to provide proper
administration and
management of the project.
Project resource impacts will
beidentified in 2012.
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