Subject:
#1 - Reconciliation of Project Budget

Update:
We have reviewed the process and have implemented the attached procedure titled “RECONCILIATION OF PROJECT BUDGETS”.
RECONCILIATION OF PROJECT BUDGETS
The initial Facilities Management PIMS and University Oracle budgets are established and approved by the original HECO-2.  The Total Project Budget approved in the HECO-8 for construction start will match the Total Project Budget of the most recent HECO-2.  Adjustments to major budget subcategories within the total budget authority may be submitted and approved in the HECO-8.  A HECO-8BR (Budget Revision) approval form is used to adjust major budget subcategories within the total budget authority.  Adjustments are made during construction if a subcategory exceeds budget by more than $10,000 or 10%, whichever is greater.  The most current budget included in these approved documents is used to update the PIMS and Oracle Budgets.
The Facilities Management Finance & Budget Staff (F&B Staff) constantly aligns Oracle Budgets with the PIMS Budgets “Grand Total”.  Individual subcategories in PIMS Budgets are much more detailed so they do not correspond with Oracle Budget subcategories.  A new Chart of Accounts has been created to align the HECO form budget subcategories and object codes with those in PIMS to facilitate reconciliations.
The F&B Staff reviews non-general contractor expenses (external purchase orders and invoices) with the Project Manager (PM) for authorization prior to payment and will document authorization.  To facilitate reconciliations and verification of documentation for UVA internal material and labor a new PIMS report is being created by Facilities Management IT.  This report will be accessed by a button placed on the initial PIMS webpage for PM’s and F&B Staff to view all material and labor transactions during the last week, or any other specified date range as an option.  This PIMS upgrade is in progress and is scheduled to be completed by February 29, 2008.

The F&B Staff work to identify projects that may exceed authorized budgets (to make this process more efficient an additional Systems Request has been submitted for Facilities Management IT to create an automated PIMS report to help identify these potential projects).  If the F&B Staff identifies a confirmed budget issue they notify the PM’s of the discrepancy and work with them to reach resolution.
During the close-out process the approved budget contained in the HECO-8 or HECO-8BR form is reconciled to the total project expenses and documented with the HECO-14 form. This reconciliation includes additional reviews of invoices and associated authorization supporting non-general contractor expenses.  See Item #10, Labor Rate Variances, for a discussion of labor rates charged by UVA employees.
Revised Financial/Approval Documents

HECO-2 - Authority to Initiate Capital Outlay Project
HECO-8 - Authorization to Award Construction Contract - includes financial authorization

HECO-8BR - Construction Phase Budget Revisions
HECO-14 - Project Completion Report
Chart of Accounts  - object codes
Subject:
#2 - Mathematical Errors
Update:
The Facilities Management Finance and Budget Staff have created a UVA version of the CO-12 form called the HECO-12 (see link below).  This is an electronic form with locked cells as suggested.  The formulas have been recalculated to ensure the total amount due is correct.  The new HECO-12 form is being used for all construction contracts where the first invoice was submitted after August 31, 2007, as documented on our Contract Administration “HECO / CO Forms” webpage.
Revised Financial Document

HECO-12 - Schedule of Values and Certificate for Payment 
Subject:
#3 - Form CO-14 – Project Close-out
Update:
We have reviewed the process and have implemented the attached procedure titled “PROJECT CLOSE-OUT”.
PROJECT CLOSE-OUT
For a construction project to be closed-out, the HECO-14 Project Completion Report must be finalized.  The HECO-14 includes a final reconciliation of project expenses.  The HECO Manual requirements are as follows:
SECTION 10.18 - PROJECT CLOSE-OUT

The A/E shall file with the University the Certificate of Completion by A/E (HECO-13.1). By filing the HECO-13.1, the A/E is certifying that in his professional opinion all construction requirements have been met. After receipt of a Certificate of Use and Occupancy (HECO-13.3) the PM shall sign and close the HECO-17 Building Permit on file with the Space & Real Estate Manager and prepare to file a HECO-14 after the warranty period has ended and all warranty issues are resolved. (Language will be added to the HECOM stating “Further delays should be formally justified and approved by the CFO.”)
SECTION 14.4.2.9

The warranty phase will be managed by the Construction Administration Manager.  Project close-out, HECO-14, shall be completed within three months after the warranty period expires.

UVA’s close-out process has been expedited by assigning the Facilities Management Finance and Budget Staff (with assistance from the Project Manager) to be responsible for completing this fiduciary exercise.  The project close-out should not occur before the end of the 12 month warranty period, so a goal of 15 months from Substantial Completion has been established to complete the HECO-14.
Revised Reconciliation/Documentation Report
HECO-14 - Project Completion Report
Subject:
#4 - Project Completion
Update:
We have reviewed the process and have implemented the attached procedure titled “PROJECT COMPLETION”.

PROJECT COMPLETION

Typically Final Completion is required by contract 30 days after Substantial Completion (normally this corresponds to Beneficial Occupancy).  See the General Conditions reference below:

SECTION 6 - TIME FOR COMPLETION 
(a) The Time for Completion shall be designated by the Owner on the Invitation for Bids or other pre-bid documents. In some instances, the Time for Completion may be stated on the Invitation for Bids or other pre-bid document in the form of a Contract Completion Date. The Work must be substantially completed by the Time for Completion or the Contract Completion Date. Unless otherwise specified, the Contractor shall achieve Final Completion within thirty (30) days after the date of Substantial Completion.
UVA keeps this requirement on most projects to motivate Contractors to finish the construction in a timely manner.  On some large/complex projects this requirement may be adjusted to 60 or 90 days with approval.  This may affect the Bid Form (for IFB’s) or Price/Cost Form (for RFP’s), and/or the Notice to Proceed.  A full five percent of the construction payments are retained until Final Completion to expedite completion of the punch list and provide a significant financial incentive for the Contractor.
The following note concerning this issue has been added to the HECO-13.1:
“Substantial Completion for this project was achieved on      date                  .  By contract Final Completion was required         days from this date.  Note the circumstances of any extension of time to achieve Final Completion. _________________________________ _______________________________________________________________________
_______________________________________________________________________
_______________________________________________________________________

______________________________________________________________________.”
Revised Certificates of Completion

HECO-13.1a - Certificate of Partial or Substantial Completion by A/E
HECO-13.1 - Certificate of Completion by A/E
Subject:
#5 - Filing System
Update:
A Standard Project File Index has been created for both the Facilities Planning & Construction (FP&C) Academic Division and the Health System Division as recommended (see attachments).
Current Project File Index Standards
FP&C Academic Division Standard Project File Index – see attachment
FP&C Health System Division Standard Project File Index – see attachment
Subject:
#6 - Documentation of Materials Stored Off-site

Update:
We have reviewed the process and implemented the attached procedure titled “REQUIRED DOCUMENTATION OF MATERIALS STORED OFF-SITE”.  We feel further documentation offers no added value since it is standard practice on University projects to have an on-site Construction Administrative Manager (CAM).
We have provided a “HECOM Bulletin” to our staff advising of the new procedure.
REQUIRED DOCUMENTATION OF MATERIALS STORED OFF-SITE
(1) 
The Contractor must notify the Owner in writing, at least ten (10) days prior to the submission of the payment request, through the Architect/Engineer, that specific items will be stored off-site in a designated, secured place within the Commonwealth of Virginia. The Schedule of Values must be detailed to indicate separately both the value of the material and the labor/installation for trades requesting payment for stored materials. By giving such notification and by requesting payment for material stored off-site, the Contractor warrants that the storage location is safe and suitable for the type of material stored and that the materials are identified as being the property of the Contractor, and agrees that loss of materials stored off the Site shall not relieve the Contractor of the obligation to timely furnish these types and quantities of materials for the Project and meet the Time for Completion or Contract Completion Date, subject to Section 43 (b) of the General Conditions. If the storage location is more than 20 miles from the Site, the Contractor may be required to reimburse the Owner for the cost incurred for travel to the storage location to verify the Contractor's request for payment for materials stored off-site.

(2) 
Such notification, as well as the payment request, shall:


(a) 
Itemize the quantity of such materials and document with invoices 
showing the cost of said materials; 


(b) 
Indicate the identification markings used on the materials, which shall 
clearly reference the materials to the particular project; 


(c) 
Identify the specific location of the materials, which must be within 
reasonable proximity 
to the Site and within the Commonwealth of 
Virginia; 

(d) 
Include a letter from the Contractor's Surety which confirms that the Surety on the Performance Bond and the Labor and Material Payment Bond has been notified of the request for payment of materials stored off the Site and agrees that the materials are covered by the bond; and 


(e) 
Include a certificate of Builder's Risk insurance in an amount not less than 
the fair market value of the materials, which shall name the Owner and the 
Contractor as co-insured’s.

(3) 
The Architect/Engineer shall indicate to the Owner that Submittals for such materials have been reviewed and meet the requirements of the Contract Documents, that the stored materials meet the requirement of the plans and specifications, and that such materials conform to the approved Submittals. Should the A/E deem it necessary to visit the storage site to make such review, the Contractor shall bear the costs incurred therewith.

Subject:
#7 - Final Punch list
Update:
We have reviewed the process and have implemented the attached procedure titled “FINAL PUNCH LIST”.

FINAL PUNCH LIST

The General Conditions (CO-7), as modified by the HECO-7, require that the A/E and the Contractor certify that the project is totally complete in accordance with the requirements of the contract documents by signing and submitting the HECO-13.1 and HECO-13.2.  It is these documents that certify Final Completion for the project.

For reference the specific General Conditions requirements are as follows:

SECTION 44 - INSPECTION FOR SUBSTANTIAL COMPLETION & FINAL COMPLETION
(a) The Contractor shall notify the Owner, in writing on the Certificate of Partial or Substantial Completion by the Contractor (Form CO-13.2a), of the date when the Work or designated portion thereof, will be, in his opinion, substantially complete and ready for inspection and testing to determine if it has reached Substantial Completion. ………. The inspection and testing shall determine whether Substantial Completion has been accomplished and shall result in a written list of unfinished Work and Defective Work, commonly referred to as a "punch list", which must be finished and corrected to obtain Final Completion. 

(b) The Contractor shall notify the Owner, in writing on the Certificate of Completion by the Contractor (Form CO-13.2), of the date when the Work has reached or will reach Final Completion and will be ready for final inspection and testing. …… When the Work is finally and totally complete, including the elimination of all defects, the Work shall be finally accepted by the Owner and final payment shall be made ………

SECTION 36 - PAYMENTS TO CONTRACTOR
(g) Upon successful completion of the final inspection and all Work required by the Contract …… the Architect/Engineer shall deliver the written Certificate of Completion by the Architect/Engineer (Form CO-13.1) to the Owner, with a copy to the Contractor, stating the entire amount of Work performed and compensation earned by the Contractor …...
The “punch list” mentioned in Section 44(a) above is part of a process that takes place over several weeks with many participants and authors.  Punch lists are compiled for areas/trades such as:  1) above ceiling; 2) mechanical/electrical/plumbing (MEP); 3) interior architectural; 4) exterior architectural; 5) elevator(s); 6) civil; 7) landscape; 8) hardscape; 9) outside utilities; 10) roof; 11) Fire Marshal; etc. The combined list can be many dozens of pages, and often contains numerous items that are clearly not contract requirements, and many more that are arguable. Generating and clearing the punch lists is one of the most tedious tasks associated with the construction process. Typically items are reviewed, added, and/or removed by teams defined by discipline or trade group.  The punch lists are working documents that evolve and are continually revised as the project nears Final Completion. The UVA Construction Administration Manager (CAM), Project Manager (PM), and other members of the project team, are afforded the flexibility to manage this list in a manner that is both expeditious and in the best interest of the University.
Periodic update of the punch lists is required (i.e. in the monthly construction meetings).  These updates should reference any previous punch lists and note that all items removed have been appropriately resolved to the satisfaction of the appropriate inspection team.  Team members are listed, and must include the CAM or PM.  Team members may include the A/E staff, Contractor staff, or CM staff on an Agency project.

Revised Certificates of Completion
HECO-13.1 - Certificate of Completion by A/E
HECO-13.2 - Certificate of Completion by Contractor - required for final Contractor payment
Subject:
#8 - Document Retention
Update:
We have reviewed the process and have implemented the attached procedure titled “FP&C DOCUMENT RETENTION” as requested.
FP&C DOCUMENT RETENTION

The FP&C Department retains all critical documents related to construction projects for at least three years starting at Close-out.  This ensures that significant FP&C supporting documentation is available throughout the construction project, reconciliation, close-out, and any subsequent review.  To address space limitations and improve access, critical project documents are being scanned into PIMS (see new Scanning Naming & Responsibilities Protocol below).  To ensure the PIMS files are complete, periodic “PIMS Audits” are performed by the Facilities Management Finance and Budget Staff (FM F&B Staff) with assistance from the Project Managers (see new PIMS Audit Checklist Template below). 

Each Project Manager (PM) and Construction Administration Manager (CAM) also keeps a personal working file (see item #5 – Filing System).  For long-term storage FP&C has access to UVA’s Fontana building and uses this area to store boxes containing hard-copy files labeled by assigned project number.  This area is managed by FP&C’s Resource Center group and a “key” is kept to the assigned project numbers for improved access.  Essentially no files have been disposed of in at least five years and there are no current plans for periodic disposal.
Additionally “invoices ….. for other materials expense” and “copies of checks/EFT for pay requests” will be addressed with new leadership that is expected to arrive in March 2008 for the Facilities Management Business Management Services Department.

New PIMS Scanning Protocol

Scanning Naming & Responsibilities Protocol
PIMS Audit Checklist Template – both the Academic and Health Services Divisions have an individual designated to perform these audits (Donna & Dan).
Subject:
#9 - Board on Changes for Change Orders (AFC)
Update:
The missing paperwork has been located and the file has been corrected.
Subject:
#10 - Labor Rate Variances
Update:
We have reviewed the process and have implemented the attached procedure titled “FACILITIES MANAGEMENT LABOR RATE CHARGES” as requested.
FACILITIES MANAGEMENT LABOR RATE CHARGES
Facilities Management Labor Rates for the current fiscal year starting in July were established by Service Bulletin No. 225 below:
No. 225: Facilities Management Service Rates for Fiscal Year 2007-2008 (July 2, 2007)
Small variances in rates sometimes occur as a result of end of the year timing differences (i.e. work is completed at the end of the fiscal year and not billed until the new fiscal year, etc.).

The Facilities Management Finance & Budget Staff (FM F&B Staff) work to ensure that internal Facilities Management labor rates charged to projects match the established rates by updating and verifying the service rate tables built into the financial software each year.  This involves comparing the Maximo Classification Codes and Rates with the FM F&B rate table.  To ensure these rate tables are updated and charges are correct the FM F&B Manager will receive notice of any Service Rate changes/corrections from the Director of Business Management Services and notice of any Facilities Planning & Construction staff promotions from FM Human Resources.
To facilitate reconciliations and verification of documentation for FM internal material and labor a new PIMS report is being created by FM IT.  This report will be accessed by a button placed on the initial PIMS webpage for PM’s and F&B Staff to view all material and labor transactions during the last week, or any other specified date range as an option.  This PIMS upgrade is in progress and is scheduled to be completed by February 29, 2008.
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