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Part 1. Introduction

1. There are many major capital projects underway in the Scottish public sector, aiming to deliver often
step-change improvements in service and effectiveness. Major capital projects are challenging to
deliver but have the potential to provide significant benefits. The environment for projects will stay
challenging, as project funding remains tightly controlled while expectations about investment
continue to increase.

2. Good project management and governance is essential to getting value for money in major capital
projects. It helps ensure that projects are well-designed and well-executed. Nobody can guarantee
the success of any project, but good management and governance increases the likelihood that
projects will deliver to cost, time and quality and provide worthwhile benefits. Good management and
governance helps managers respond effectively if problems affect a project.

About this checklist

3. Akey role for Audit Scotland is to support value for money in the public sector. This checklist
complements our recent value for money Review of Major Capital Projects1. It aims to help identify
key issues and potential challenges that public bodies should be aware of during the course of any
major project. We have derived this checklist from current leading practice and lessons learned from

our review.

4. This checklist is not intended to replace the considerable amount of good practice guidance already
available to public bodies.” Rather, we have highlighted selected management and governance
aspects, which should apply to any major project, with a view to assisting senior decision-makers
and stakeholders undertake constructive, critical self-assessment and challenge. This is in the

overall interest of promoting the most effective management of projects by public bodies in Scotland.

5. For our Review of Major Capital Projects, we commissioned Ernst & Young to work with us to
complete 20 high level reviews of individual projects in Scotland, with a combined value of some
£2 billion. We have drawn from our study experience to prepare this checklist.

How Government Works: Review of major capital projects in Scotland, Audit Scotland, June 2008 (http.//www.audit-
scotland.gov.uk) .

The main published sources include the Office of Government Commerce Programmes and Projects Guidance (available from
http://www.ogc.gov.uk/programmes_and_projects.asp), the HM Treasury Green Book guidance on investment appraisal (the
Scottish Government has adopted the Green Book and it applies to all parts of the Scottish administration; it is available from
http:/Avww.hm-treasury.gov.uk/economic _data and tools/areenbook/data _greenbook index.cfm) and the Scottish
Government’s Construction Works Procurement Guidance (available from
http://www.scotland.gov.uk/Publications/2005/11/28100404/04042)
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How to use this checklist

6. The main audience for this checklist includes everyone concerned with the design and delivery of

major capital projects in the public sector, but in particular leaders and senior decision-makers:
. Governing Bodies and Audit Committees
. Senior management
. Senior Responsible Owners (SROs) of projects
7. Part 2 of this checklist provides a high-level discussion of good practice in major project
management and governance. It introduces a good practice framework based on five key elements,

with an overview of why each element is important and the main potential risks and pitfalls that need
to be considered.

8. Part 3 provides our good practice checklist. It is in the form of a series of statements of good
practice, organised under the framework introduced in Part 2. It is intended to promote detailed
review and reflection and, if necessary, a basis for improvement. Those responsible for major
projects should consider assessing themselves against each statement, and recording the results.

9.  We suggest you record the results of your assessment to show separately
. whether the good practice statement is in place for your project
. comments to support or explain your assessment
. required actions.

The overall aim is to help identify whether any action is needed to improve management and

governance of any major project you are concerned with.

10. Please note that this checklist is intended to offer only general support to public bodies. It does not
replace your own organisation’s financial guidance or relevant guidance produced by the Scottish

Government or other relevant authorities.
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Part 2. Good practice in major
project management

A framework for effective project delivery
11. The “Project Wheel” shown below is a suggested framework for assessing the capability of any
organisation to deliver and control projects and programmes well. The central wheel reflects the five

key stages of a well run project. The outer wheel highlights key areas of good practice that should be

considered depending on both where the project is in the lifecycle and specific project issues.

The Project Wheel

Benefits realisation P Quiality Assurance

Sooaeoaaeee

¢ Stakeholder satisfaction *: Lessonslearned

¢ Optimisation ¢ Project financial management
* Transition to operations

* Dispute resolution

* Reporting & communications
* Project assessments
* Benefits management

- Quality Assurance
* Lessons learned

Project-Plan

* Project financial management * Resource Plan

¢ Reporting & communications * Risk: Management Plan
* Project assessments * Requirements & Specifications

* Benefits management * Change Control

*: Project:-Management
* Design

* Cost management
* Resource

* Testing

Source: Emst & Young

12. The checklist in Part 3 of this checklist contains detailed good practice statements within each of

these key areas. The reminder of this Part 2 discusses in turn each of the five main areas of good
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practice. Each section highlights key considerations and points of good practice, while highlighting

some risks and potential pitfalls which good practice should help avoid.

Vision & direction

13. Vision and direction is about getting the fundamental goals of the project right, in particular, ensuring:

14.

15.

. Projects are aligned with organisational strategy

. Senior management support the project

. The organisational structure is robust, flexible and responsive.

. There is clear ownership of the project’s business case, with associated accountability for

ensuring that the required change takes place and expected benefits are realised.

The business case process is fundamental to setting and maintaining clear vision & direction, along

with evaluating affordability of the project, in line with other objectives and value for money. Appendix

1 outlines the key elements in the iteration of the business case.

We discuss project organisation in the next section. However, a key appointment, at an early stage

in the project, is the Project Sponsor, who champions the project and provides significant leadership.

He or she must represent the project’s interests with authority and answer questions on direction,

strategy and risk. He or she must understand the required outcomes of the project, how they will be

achieved, in what timescale and using which resource. He or she must also be certain that budgets

are realistic and that a good system of checks and measures is in place. Your selection procedures

for this role should recognise these significant requirements.

Without clear vision & direction, the main risks and potential pitfalls include:

= Unresolved or uncertain project strategy
= Poorly defined business objectives
= Poorly defined project scope and requirements

= Inadequate assessment on business impact or
priority

u Poorly defined critical success factors

Lack of communication and user group
involvement

Unclear governance and decision
framework

Lack of management support

Incomplete project brief and business
case
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Planning

16.

17.

18.

19.

20.

Planning is about organising, governing and controlling the major resource inputs to the project, to

promote successful delivery of the tasks and related outputs.

Planning requires practical alignment of business aspirations with organisational capability
(potential). It requires proper organisation and strong leadership. It includes successfully managing
change in the project, which depends on a clear and agreed vision of future outcomes. Clarity about
the various roles and responsibilities for the project is essential, and there must be clear and agreed
reporting lines to facilitate prompt decision-taking. There is extensive advice on project organisation
available from the Scottish Government and the Office of Government Commerce. e have

summarised the key roles for reference at Appendix 2.

The planning of any major project needs to ensure there will be good risk management at all levels.
You should consider risk from three perspectives — strategic risk, operational (business as usual)
risks and project risk. Governing bodies have an important role to play in managing and controlling
the strategic risks. To do so, the governing body will need to be clear about how the project business
case ties into the overall organisational strategy and whether the right sponsor is in place for the
project.

Projects evolve through a lifecycle and inevitably some degree of change is to be expected. In
relation to change of scope, if you make a change early, and before the completion of the design
phase, then the associated cost to change may be more manageable. However, once construction

starts, the cost to change will be significant and the results may be marginal. In summary:
. There should be effective change control at design and construction stages.
. Changes may not able to be made economically once construction begins

. Your approach to risk management should consider how change will be controlled and
managed; this might allow free flow of ideas at the beginning of the project to capture changes

at a time when you can consider and implement them most economically.

Choosing the correct procurement strategy for a project is essential for good competition, minimising
costs and maximising quality and value for money. Senior stakeholders should be involved in the
options appraisal process, to ensure the organisation is aware of and can accept the level of risks
associated with the chosen form of procurement (e.g. traditional, non-traditional, design & build).
These risks should be documented and where appropriate included within the organisational risk
register.
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21.

22.

23.

Industry advice is an essential part of the procurement strategy, to ensure the chosen procurement

route is attractive to the market, relative to market conditions.

A potential challenge facing the Board, Senior Management team, SRO and the Audit Committee in
delivering a major project, is getting assurance about contractor and project team performance and
predicted outcomes in terms of cost, time and risk exposure. There is value at key stages in using
an independent team with relevant expertise to provide that assurance — and the opportunity to
identify and correct any gaps > ltis important that an early decision be made on the need for such
reviews and when they can best take place to support satisfactory project progress. However, SROs
should not rely on Gateway Reviews to indicate if a project is in difficulty. The Gateway Review
represents a point in time assessment and is only one of several sources of information to help

assess performance of the project.

The organisation’s Audit Committee may also play a pivotal role in providing organisations with
confidence about their major projects. Their role should not replace any project or independent third
party reviews; but they will wish to get assurance that the value of independent assurance and

reviews is recognised and that suitable procedures have been adopted.

Without good planning the main risks and potential pitfalls include:

5 Insufficient definition & breakdown of = [nadequate risk assessment

costs
= Shifting budget and timetable

= [nappropriate skills, resources and

processes in place e Mismatched balance between cost, time and

quality
) Poorly defined contractual terms and

conditions of appointment = [ncomplete and insufficiently detailed timetable

= Poorly defined scope and incomplete = Design exceeds cost budget

conftracts

Under the Scottish Public Finance Manual, gateway reviews have been required since 2005 for all Scottish
Government projects costing over £5m deemed “high risk or mission critical’.
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Execution

24. This is concerned with the quality and availability of project management, resources and people to
deliver the project, including a good competition to select a supplier and a solution offering the best
value for money.

25. A key decision is the selection of the project manager (Appendix 1). The decision needs to reflect
leadership ability as well as experience or technical competence as the basis for choice. Evidence
from successful projects is that leadership is essential and applies to the overall project manager or

the contractor’s project manager.

26. A key discipline in project execution is to ensure that all project activity is properly planned — and is
assessed at key stages to validate the approach before cost is committed to subsequent stages. It is
the responsibility of the Project Sponsor to manage the change process within the agreed tolerance
levels, set by the SRO.

27. You should consider the link between your finance function and project team. If integration is weak
management and accounting information may not convey the true status of projects or provide
meaningful cost and performance data about work in progress. In addition, you should consider
whether the financial reporting systems provide reliable information on a timely basis for the project

manager.

Without good project execution, the main risks and potential pitfalls include

= Ineffective governance and inconsistent = Failure to achieve milestones

decision framework
= Lack ofinterest from suppliers, leading fo

" Shifting budget, scope and timetables delays and or increasing costs
= Lack of accountability. = Increasing number of change orders
= Adversarial team/supplier relationships = Uncoordinated design development

= lack of skills/resources in program/project =  Ineffective time and cost monitoring

management
= Inadequate risk assessment and

management

Measuring & monitoring
28. Measuring whether a project is a success or failure links back to the proper definition of the project
and its benefits. The case for change and outcomes that have been agreed with stakeholders should

be reflected and documented in the business case process (Appendix 1). This should include a clear

10
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statement and targets for the benefits to be achieved. The Gateway Review process also seeks to

challenge and validate this to confirm that the project remains valid and affordable.

29. ltis the responsibility of the Project Sponsor to ensure progress of the project is monitored and
reporting prepared and submitted to the SRO and others, as required. Where a public body is
responsible for more than one project, it should establish a standardised reporting mechanisms
across all projects to enable senior management to assess progress across all current projects . At
its most basic, this will include an effective reporting structure, which clearly delineates who is
responsible for what and to whom. Where a Project Board is in place, it is up to the Project Sponsor
to ensure Board members always have a good understanding of what is going on. In doing so, the
Project Sponsor needs to be aware that the role of each member on the Board is secondary to their

main function within an organisation.

Without good measurement and monitoring the main risks and potential pitfalls include:

u Governance model fails to manage key = [|neffective control of change orders

project internal and external stakeholders
* [Ineffective decision making and resolution

= Ineffective project management systems of issues

= [neffective project monitoring and reporting = Poor quality management and assurance

plans
) Lack of continuity in project staff

= Incomplete design information and

u Ineffective communication with changing design and scope

Stakeholders
= lack of a risk management framework

Business acceptance

30. It is critical that all benefits validated during development of the business case are realised during
implementation and ongoing use of the assets. There are a number of post project reviews to be
undertaken following completion to support this. The Post Project Evaluation is typically
undertaken within 6 months and focuses on the evaluation of the procurement process and the
Lessons Learnt Review. In addition, the Post Occupancy Evaluation should be undertaken 12
months after completion, focusing on whether the building is fit for purpose and achieved required

outcomes.

31. A key factor in enabling and sustaining the required changes and agreed benefits from delivery of
the project is by establishing an effective and comprehensive stakeholder engagement plan early in
the project. A critical initial step is the development of a stakeholder map identifying all stakeholder
groups, both internal and external. This will enable a continuing and two-way approach to

11

CEC01318764_0011



32.

communications between the project and its stakeholders to secure commitment and maintain

momentum.

Managing stakeholders expectations and multiple goals are significant challenges. Often

stakeholders within a project have differing and complex views as to what constitutes a priority,

failure or success. A communication plan should be agreed by the SRO, and regularly updated so as

to inform stakeholders. In addition, the Project Sponsor will communicate with stakeholder groups on

the achievement of project objectives.

Without good business acceptance the main risks and potential pitfalls include:

u Lack of appropriate accountability and
approvals

5 Unresolved problems and disputes

= Incomplete operating and maintenance
information

» Insufficient user satisfaction

= Scale and volume of defects

Failure to achieve handover

No project close-out review
Scale-and volume of defects
Missing warranties and guarantees

Protracted final account negotiations

12
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Part 3. Good practice checklist for public bodies

Vision & direction

We have left these columns blank, for completion by readers
T |

13
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Planning

14
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Execution
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Measuring & monitoring
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Business acceptance
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Appendix 1. Key elements of the
business case process

A solid business case will analyse and make a succinct and compelling case for the investment,
including a clear strategic rationale with clearly defined objectives. By focussing on required benefits and
outcomes, it should provide the means to continually review and assess the project as it progresses. It
also provides the basis for transparency and accountability, by providing a benchmark against which the
eventual success of the project and its benefits should be assessed.

The Business Case should develop iteratively over time, typically in 3 distinct stages, as outlined within
HM Treasury guidance and the Green Book. Key elements are outlined below.:
Strategic Outline Case (SOC) - scoping stage

o To confirm strategic context of proposal and make the robust case for change

o Provide stakeholders with an early indication of proposed way forward, on a wide range
of available options alongwith indicative costs

o Maps onto OGC Gateway 1

Outline Business Case (OBC) — detailed planning phase

o Revises SOC in more detail and identifying a preferred option which optimises Value for
Money demonstrating affordability

o Sets out a supporting Procurement Strategy

o Maps onto OGC Gateway 2

Full Business Case — detailed final phase

o Purpose is to revisit the OBC, record findings of subsequent procurement activities
together with the recommendation for an affordable solution shich continues to optimise
value for money

o takes place within procurement phase of the project, following detailed negotiations with
potential service providers/suppliers prior to formal signing of contracts and procurement
of goods and services

o Maps onto OGC Gateway 3

19
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Appendix 2. Key project roles

The Senior Responsible Owner (SRO) is ultimately accountable for the success of the project. They
must enable the organisation to exploit the new environment resulting from the project, and so meet the
new business needs and deliver new capabilities.

While the SRO is not involved directly with the project team, he or she will chair the Project Board, own
the business case, act as a senior advocate and hold the project team accountable for their actions.
Ultimately, the success of the project is their responsibility. Only they can redefine the scope, or decide
to close the project if it becomes clear the project objectives are unattainable.

The SRO may set up a Project Board, to ensure that other stakeholders are properly engaged with and
committed to the project. The Project Board does not reduce the SRO’s accountability and authority for
the project but may help ensure it is successful. The Project Board should not have any powers that cut
across the SRO’s accountability and authority. If a Project Board is in place, there is a need to be clear
on where decision-making happens. The SRO should chair the Project Board.

The Project Sponsor is responsible to the SRO. The sponsor is the interface between the business and
the project team. The success of the project largely depends on the leadership and motivation he or she
gives. A well-managed interface between ownership and delivery makes it easier to manage the
project’s critical success criteria.

For some organisations, especially where major projects are a rare occurrence, the demands of the
sponsor role may stretch or exceed internal capability. It can be difficult to structure the project
organisation appropriately, and things may be made worse if project sponsors are appointed with no
previous experience of project management.

The Project Manager is the individual responsible for day-to-day detailed management of the project.
They are the interface between the sponsor and the suppliers. They must provide regular reports to SRO
on progress.

20
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