Interim Committee Roll Call Login

1ofl

Senate

http://10.10.8.63/Committees/Interims/Attendance/submitted.cfim

West Virginia Legislature

Audits/ Reports Educational Contact

Interim Committee Attendance - Results
Sunday, January 10, 2016 - 02:00 PM

Joint Committee on Government and Finance

Attended:

Delegate Shott
Delegate Nelson, E.
Delegate Miller, C.
Delegate Cowles
Delegate Boggs
Speaker Armstead
Senator Trump
Senator Prezioso
Senator Plymale
Senator M. Hall
Senator Kessler
Senator Carmichael
President Cole

Submittor:
Marlene

Phone:
4802

Béck to Atten&aﬁce

Bill Status | Bill Tracking | WV Code | Bulletin Board | District Maps | Senate Roster | House Roster | Releases | Blog | Links | Home @ o 0 @

This Web site is maintained by the West Virginia Legislature's Office of Reference & Information. | Terms of Use | Web Administrator | © 2016 West Virginia Legislature ***

1/10/2016 3:27 PM



(Speaker Armstead presides)

AGENDA
JOINT COMMITTEE ON GOVERNMENT AND FINANCE
January 10, 2016

2:00 - 3:00pm Senate Finance Room

1. Approval of January 2016 Interim Meetings

2. Approval of November 16, 2015 minutes:

3. WYV Division of Highways Performance Audit:

Deloitte Presenters: Rizwan Shah; Rashida MacMurray-Abdullah

4. Other Business

5. Adjournment




JOINT COMMITTEE ON GOVERNMENT AND FINANCE
November 16, 2015

2:00 pm — 3:00 pm

Senate House

Cole, Chair Armstead, Chair
Carmichael Cowles

M. Hall, Absent Miller, C.

Trump Nelson, E.
Kessler Shott

Plymale Boggs
Prezioso, Absent Miley

Speaker Armstead presides:

Speaker Armstead: “The Committee will come to order. President Cole is recognized
for the minutes.”

President Cole: “I move the minutes of the October 19" meeting of the Joint Committee
on Government and Finance as contained in the member’s packet be approved.”

Speaker Armstead: “President Cole moves the minutes be approved. Is there
discussion? If not, question for the Committee is the approval of the minutes. All of those
in favor say, opposed no. The ayes appear to have it, the ayes do have it, the minutes
are approved.”

Speaker Armstead: “First report will be the status report on Lottery, Unemployment
Compensation Fund, General Revenue Fund and State Road Fund, William Spencer is
the Director. You have the reports in your packet, are there any questions for Mr.
Spencer? Hearing none. Next we have the Workforce WV Unemployment Compensation
Trust Fund Distribution. Beth Carenbauer, Director, is here.”

Ms. Carenbauer: “Good afternoon Mr. Speaker and Mr. President, members of the
Committee. As of this morning, the Trust Fund had a balance of $112,510,000. You will
see in this month’s projection, we are estimating that the Revenues for the year will be
$217,655,000, Benefits paid out estimated at $241,387,000. For a Year-end-total of
$82,268,000. | would be happy to answer any questions.”

Speaker Armstead: “Are there any questions for Ms. Carenbauer? If not, thank you.”

Speaker Armstead: “Next on the Agenda is the report from PEIA, BRIM, and Real
Estate. Jason Pizatella is here. Mr. Pizatella.



Mr. Pizatella: “Thank you Mr. Speaker, Mr. President and members of the Committee.
Our report is in the packet. | don’t have anything to add beyond what'’s in there. | do have
representatives here from PEIA, BRIM and Real Estate as well as myself. We will be
happy to answer any questions that the Committee may have. | did want to say we have
our last public hearing for the Public Employees Insurance Agency Proposed FY17
Healthcare Plan is tomorrow evening in Huntington on the campus of Marshall’s Medical
School.”

Speaker Armstead: “Are there questions for Mr. Pizatella? Senator Kessler.”

Senator Kessler: “Thank you Mr. Speaker. I'm certain that you will probably get the
same kind of warm reception that has been throughout some of the other areas of the
State but is there any discussion or any anticipated discussion with the Governor’s Office
in maybe making a budget modification of any kind to address the shortfall?”

Mr. Pizatella: “That discussion Senator is certainly ongoing. We are again will complete
the last public hearing tomorrow evening. Gather all the public comments that have been
received and then inquire to the Board at the next meeting of the Finance Board which is
scheduled for December 3™ to take to the Governor our recommendation.”

Senator Kessler: “You guys have done your job but obviously we need a little more
money if we are going to offset those. See what you can come up with but | certainly
would be in supportive of such.”

Mr. Pizatella: “Thank you Senator.”

Speaker Armstead: “Further questions for Mr. Pizatella? If not, thank you.”

Mr. Pizatella: “Thank you Mr. Speaker.”

Speaker Armstead: “Next we have the Department of Health & Human Resources
Medicaid Report and Medicaid Waiver and CHIP Program. Acting Commissioner Cindy
Beane is here or someone of her behalf.”

Mr. Atkins: “l am not Cindy Beane. | am Tony Atkins, Deputy Commissioner of WV
Bureau of Medical Services. The reports are in your packet if you have any questions.
Commissioner Beane, | believe, is in another meeting at this time.”

Speaker Armstead: “Are there any questions? Thank you.”

Mr. Atkins: “Thank you.



Speaker Armstead: “Next we have Investment Management Board’s distribution. Craig
Slaughter, Executive Director. Mr. Slaughter.”

Mr. Slaughter: “Ladies and gentlemen. | am Craig Slaughter, Executive Director of the
West Virginia Investment Management Board. The September monthly report is in your
packet. As you all know August and September were bad months, those numbers don’t
particularly look great for the fiscal year. | can tell you that you also probably know October
markets were extraordinarily good for pretty much across the board. For the fiscal year
we are probably about flat as of the end of October and November hasn’t been particularly
much of a problem either. Be happy to answer questions.”

Speaker Armstead: “Any questions of Mr. Slaughter? Delegate Shott.”

Delegate Shott: “Thank you Mr. Speaker. As | recall last year we had a return of about
17% or 17%% which exceeding the projections or the base projections of 7%2% and we
were able to divert for lack of a better word about $40M that we wouldn’t have had to put
in to fund the pension requirements. Is that basically correct?”

Mr. Slaughter: “I believe that is basically correct.”

Delegate Shott: “If we end the year flat, and say we are now basically flat but we were
projected a 7%2% return, do you have any kind of estimate as to how much additional
money we will have to add to what we would normally would budget to bring our pension
requirements up to, to what we are required to do?”

Mr. Slaughter: “l couldn’t answer that question. That is more of an actuarial calculation,
| mean that would require an actuarial calculation which | am not able to do.”

Delegate Shott: “Would it be comparable if we had, we basically got relief out of $40M
for a 10% over what we were shooting for. If we were 7% or 10% under, would that be,
could you extrapolate from that, those numbers would basically have to come up to say
$30M to make up for the shortfall?”

Mr. Slaughter: “Again, | don’t think | could answer, really answer that question.”

Delegate Shott: “Is there anybody that is following that so that they can keep a bead on
that?”

Mr. Slaughter: “The Consolidated Public Retirement Board has an Actuary on staff who
does the calculations for the, you know what you all rely on. He oversees the calculations
because other people also do it too. The Actuary is the one that could tell you how much
money is needed to, what effect returns have on the actual contribution to the Budget.”



Delegate Shott: “Ok, thank you.”

Mr. Slaughter: “There are a lot of calculations, assumptions that are built into all that, so
it is not just a simple mathematical calculation. That is why | don’t feel comfortable
answering.”

Delegate Shott: “It would have to be simple if | can figure it out.”
Mr. Slaughter: “Simple is always better | think.”
Delegate Shott: “Itis. Thank you.”

Speaker Armstead: “Further questions for Mr. Slaughter? If not, thank you Mr.
Slaughter.”

Mr. Slaughter: “Thank you.”

Speaker Armstead: “In the packets are the Board of Treasury report and Marcellus
Shale Gas Field Updates, those are for information of the Committee.”

Speaker Armstead: “Next onour Agenda is the, during our previous meeting there was
a request for some information relating to projects that were bid during the interim
between the prevailing wage discontinuation and the prevailing wage being placed in
effect. | believe Tracy Webb and James Bailey are here to provide that information. |
believe that information was already provided to the Committee but Ms. Webb and Mr.
Bailey are here to answer any questions and to give us a summary of that.”

Mr. Bailey: “Thank you Mr. Speaker. As you stated it was at the September 14" meeting
of this Committee when counsel was asked to investigate possible cost saving during this
prevailing wage exemption period between July 1t and September 30". Specifically, as
requested we looked at the situation with the Ceredo Kenova School construction project.
The Ceredo Kenova project was one of two major school construction projects that were
awarded during this exemption period. The other being Suncrest Elementary in
Monongalia County. So we analyzed those two projects and also looked at two projects
that were recently awarded that involved prevailing wage mandated wages.

As far as the prevailing wage mandated school projects, the first we looked at was Gilmer
County Elementary which had a general construction cost of $11,428,212 and based off
their architectural plans comes out to a $209.83 per square foot, general construction
cost. We also looked at leager Panther Elementary in McDowell County, which had a
general construction cost of $11,854,000 and based off their architectural plans comes
out to a cost of $241.13 per square foot.



Now for the prevailing wage exempted school projects, for the Ceredo Kenova
Elementary, it had a general construction cost of $12,400,000 and a $194.81 square foot
cost. The Suncrest Elementary had a general construction cost of $13,197,671 general
construction cost which came out to $190.52 per square foot.

We also decided to look in addition to those two projects Ceredo Kenova and Suncrest,
we thought it would be useful to look at the architectural projections prior to the bid to
compare them to the actual awarded cost. For the Ceredo Kenova there was a Z&M
Architect’s projection from February that would have assumed prevailing wage rates
being mandated and they projected the cost of that project to be $13,737,669.26. That
comes out to a square footage cost of $219.99. That is a difference of $25.18 per square
foot between the projection that assume prevailing wage rates and the actual costs that
was awarded. We did the same thing for Suncrest Elementary. There was a pre-bid
projection that estimated general construction costs of $14,292,165 and based off the
plans for that it was a $206.32 per square foot cost for general construction. That is
difference of $15.80 per square foot.

We also looked at those four projects and although it is a small sample size, averaged
them, and averaged the prevailing wage exempted projects we found a date cost $192.60
per square foot and the prevailing wage mandated projects cost an average of $225.48
per square foot. That makes the prevailing wage exempted projects on the average
$32.82 per square foot less expensive than the prevailing wage mandated projects. Also
one good example that | would point out is that the Suncrest Elementary project which
was prevailing wage exempt and the Gilmer County project which was prevailing wage
mandated were awarded to the same contractor. So you had the same company being
the primary contractor on both of those projects. The Gilmer County came out to the
$209.83 per square foot and the Suncrest came out to $190.52 per square foot and that
is difference of $19.32 per square foot.”

Ms. Webb: “With respect to the certified payroll, these projects are just beginning and so
we waited as long as we possibly could to request certified payroll so we could get as
much as many weeks of certified payroll as possible and they are still both in the infancy
of their construction. For the chart that is attached it shows there may have been more
than one employee working in a particular category but this the all the categories in both
of the Ceredo Kenova job and the Suncrest job for the categories of workers that are
being paid at this point. If there was a different rate pay for one particular job category
and the pay rate was different than | listed it separately but basically on Ceredo Kenova,
if you look at the chart | classified this by work classification, then rate of pay on the job,
then the category of the prevailing wage base rate where there was one where it was
applicable and then fringe benefit information and then the final column is the prevailing
wage fringe. For Ceredo Kenova, Neighborgall the prime contractor paid the base hourly



rates at prevailing wage but there was no information provided on what fringe benefits
were paid so you couldn’t compare that to whether the prevailing wage fringe benefits
were paid or not.

Horizon Site work, is subcontractor on that job, did not pay base rate prevailing wage for
the Operator when compared to the Operator Engineer. | made a qualification there
because | wasn’t privy to the exact the operator classification, Under the Division of
Labor’'s categories breaks operators up into several classes based on what type of
equipment they are operating. So | just based it on Operator Engineer which is the highest
category and it still didn’t match up with any of the operator classes as far as wage rates.
No information was provided on fringe benefits by Horizon.

Dixon Electric had several electricians and they paid above prevailing wage rate for the
electrician on the base rate but below prevailing wage on the fringe benefits and in one
category for journeyman, that’s the one where | could compare it and | don’t know what
the explanation is for that, it's almost a complete offset but the fringe, the difference in the
hourly rate was about $4 and the difference in the fringe was more than that $5 something.
So the offset wasn’t mathematically equal.

On Suncrest, the City Construction paid prevailing wage to the Carpenter Supervisor
using the Carpenter Prevailing Wage Rate and all other work classifications were not paid
at prevailing wage and you can see from the chart there on the Suncrest Chart that they
were different categories, there were two different carpenters, one got paid $22 an hour
and one got paid $24 an hour when the prevailing wage rate was $28.20 and the same
for the laborers and also on City Construction they provided the fringe benefit information
and that also is below the prevailing wage fringe benefit for those job classifications.

Tomka paid prevailing hourly rate for Operator Class Il but not for Operator Class Il and
again they only had a few employees on the job at this point so these are the only ones
we had to compare. Tomka did not list fringe benefit information but did note in the forms
that they submit for the certified payroll, they have to designate whether or not they are
paying fringe benefits to an approved plan or program and they did note on that form that
they were paying fringe benefits monthly to the union but did not specify the amounts.

Finally, Master Service MidAtlantic paid prevailing hour wage but did not list any fringe
benefits. So this, | did use for the, of course this goes without saying but | do want to
make sure everyone knows that | did use the Division of Labor 2015 Prevailing Wage
Rates in Wayne County and Mon County to prepare this chart.”

Speaker Armstead: “Any questions for Ms. Webb or Mr. Bailey? Senator Plymale.”



Senator Plymale: “Thank you Mr. Speaker. As it relates to this, this is pretty short report,
is there a longer report that you first made or something that probably details a little bit
more?”

Mr. Bailey: “This is detailed all the statistical information.”

Senator Plymale: “So there is nothing else that was prepared prior to this in a longer
form?”

Mr. Bailey: “l prepared a massive amount of overall data that kind of went into this but
these are the nuts and bolts of everything.”

Senator Plymale: “Ok. So as it relates to each one of these projects, is site prep included
in this?”

Mr. Bailey: “Site prep is generally excluded. | think there is some site prep included in
the cost of Ceredo Kenova that was pretty minimal but we did, | think what you may mean
is as far the demolition abatement for some of these projects because like the Ceredo
Kenova was a massive, included massive demolition abatement cost and we excluded
them.”

Senator Plymale: “Did you do the same on Gilmer? | think they had some environmental
issues.”

Mr. Bailey: “Yeah, we only looked at the general construction costs. In the Ceredo project
the general construction contract that was awarded did include minimal site prep without
knowing the amount that would go into that we know it is included in that general
construction cost but for the larger demolition abatement cost it was excluded.”

Senator Plymale: “Once again I've been involved very much so in the Ceredo Kenova
one. The pre-award cost that you are talking about, obviously a pre-award is an estimate
of what they think it is and that does not take into account any changes they might make
before they do the award. Did you go back and look at that to see if that?

Mr. Bailey: “We use the most recent prior to the bid estimates, like for the Ceredo
Kenova, Z&M that was an estimate from February. It was not the estimate, | think almost
all of these projects, especially when they are primarily handled by the School Building
Authority. They do what they acknowledge is very much inflated pre-bond estimate and
that is not what these are based off. These are based off post bond physically, the most
recent prior to them putting it out for bid and the Ceredo Kenova pre-bid estimate and
post-bid estimate, they go off the same. The bids, the square footage plans are slightly
different but | adjusted for those by basing the square footage cost, there is a little over a



1,000 square foot difference between the plans that the pre-bid was estimated at and the
post-bid that was actually awarded. So all the square footage costs that are provided are
based off the actual architectural plan that that estimate is provided.”

Senator Plymale: “Would that be some of the information that you have? | would like to
see that because once again, I'm not going to speak for the others but | have been
personally involved in this. I'm actually working with the principal in each school and
talking to them and that doesn’t necessarily correlate what | have been told in those
meetings.”

Ms. Webb: “Well we do know that and we met with the architect on this Ceredo Kenova
job and he did indicate to us that there was a construction change to using ICF block and
that would, it is less expensive and would use different trades but he didn’t seem to
indicate to us that it was going to have any substantial impact on the square footage, the
price per square foot. So we went by that.”

Senator Plymale: “We brought that up. Now, if I'm not mistaken, the one you are
comparing to in leager Panther Elementary is actually conventional brick mortar type thing
will be more expensive than this other so I'm not sure that is comparing apples to apples.”

Ms. Webb: “We weren’t comparing Ceredo Kenova and leager, we are comparing, yeah
| suppose we are. | mean in terms of you know the base construction cost, we have been
informed both by the people at the SBA and the architects that the price per square foot
that they do in their estimates are based on experience and over time so they don’t
necessary make huge adjustments in their estimates in price per square foot for some
changes within the projects. Now | am not an architect so | didn’t go and break down
every number and try to figure all that out. We went on the assumption that the price per
square foot is a common comparison form and is an acceptable one. Although you are
correct there it could be differences in the price per square foot based upon the changes
and the construction costs that don’t involve wages.”

Senator Plymale: “As well as once you do the site prep that does change how you do
the construction as well because you run into things on site prep that will modify how you
have to do structures and how you have to do foundations and things like that. So in my
estimation, this is not necessarily apples to apples such as that | think there are some
other variables.”

Mr. Bailey: “There are a lot of variables and the only way you can truly have an apples
to apples comparison is to have two projects identical built by the same contractor in the
same geographical area with all the other same estimates and we are never going to see
that. What we have presented here is the most fair, like comparable comparison that we



could derive from the projects available. Remember there were only the two that
contracted without the..”

Senator Plymale: “l will tell you that you want to talk about variables then | consider ..
agree with this when you start looking at the Crum project which is going to be a vast
majority of site prep and build site up above flood plain you are going to see a lot
difference of each construction site is completely different and you have to apply what
you are doing with the money that you have towards that and there is going to be changes
and things like that. | think the worst changes at Ceredo Kenova may not be reflected in
this chart.”

Mr. Bailey: “The changes, let me just say one, the site prep | mean | completely agree
with you that is why we did not include the site prep in these. We only focused on the
general construction and as far as the information that you are talking about that we have
maybe be additional, | mean we collected numerous architectural and even third party
form estimates and projections for this. If there is any other information that you need,
just let us know and | will call you.”

Senator Plymale: “Thank you.”
Mr. Speaker: “Are there further questions? Senator Kessler.”

Senator Kessler: “Thank you Mr. Speaker. Just a couple of questions so | understand.
You are telling me that you deducted all the site prep costs from the projects?”

Mr. Bailey: “All the demolition and heavy site prep costs.”

Senator Kessler: “As | understand that at least some of them like Ceredo Kenova that
Senator Plymale has been talking about, the original estimate was done like $63,600 for
site prep and it ended costing about $1.2M.”

Mr. Bailey: “And that was not included in the general construction.”

Senator Kessler: “So if | look at their actual cost of what they did for dividing it by the
square footage, it comes about to $184 per square foot. What number did you come up
with?”

Mr. Bailey: “It was $12.4M. The site prep, the demolition payment was $1.3M which we
did not factor in numbers that was awarded to a separate company. The $12.4 came out
to a cost of $194.81 per square foot. | don’t know where $1847?”



Senator Kessler: “And the leager, again | think that one had estimated the site work for
about $50,000 and ended up costing almost $1.1M, is that what you had as well? But you
are telling me you deducted the $1.1M?

Mr. Bailey: “The building site work on leager was $237,080. We did not include that. It
was based off the $11,854,000.”

Senator Kessler: “l understand that the leager School used some auger cast piling and
some expensive grate beam and also included waste water treatment plant that added
about $1,086,000 to the cost, did you consider that?”

Mr. Bailey: “That is not included in the breakdowns we have. | don’t know what type of
material that did provide..”

Senator Kessler: “You would agree that obviously the site prep obviously depending
upon you want to make sure you are dealing with apples and apples. Building a school is
one thing, getting the site ready is an entirely different, sometimes an unanticipated cost
that goes into the construction and that may add to the cost of the school.”

Mr. Bailey: “We obviously didn’t include the site prep...”

Ms. Webb: “We understand that leager Panther project has been around for a long time.
There has been a lot of changes to it over time and additional costs and we used the
available estimates, the estimates that were available, the most recent information we
could get.”

Senator Kessler: “So based on the data under your analysis, you came up with an
average price per square foot of approximately what for building these schools?”

Mr. Bailey: “For leager?”

Senator Kessler: “Yes.”

Mr. Bailey: “$241.13.”

Senator Kessler: “Alright what about Ceredo?”

Mr. Bailey: “$194.81.”

Senator Kessler: “And the other two was Suncrest?”
Mr. Bailey: “Was $190.52, Gilmer County was $209.83.”

Senator Kessler: “Alright. So assuming we can say approximately $200 per square foot
would probably be rough average, would that be fair to say?



Mr. Bailey: “The average for?
Senator Kessler: “The four you looked at.”
Mr. Bailey: “For the four total? | didn’t compute that average. It would be over $200.”

Senator Kessler: “Alright. Somewhere over $200 but again but getting back to some of
the representations that we could build five for the price of three, it would appear in order
for that to happen we would almost have to have a $120 per square foot in order to give
them empirical support for that proposition isn’t that true? ”

Mr. Bailey: “l can’t speak, | mean can’t speak on whatever that comparison is.”

Senator Kessler: ‘Il think it was five for the price of three were some of the
representations made during some of the presentations and debates on how much we
could save if we went with, if we eliminated the prevailing wage and it would appear to
me if the average cost is $200 a square foot, five for the price of three is about 60% so at
a 40% production you should be seeing $200 down to about a $120 per square foot and
we are nowhere in that range.”

Mr. Bailey: “l do compute what | think is interesting, how valid this is. | haven'’t vetted
that much but I thought it would be interesting to take the average of all four projects’
square footage for each project. So take all four projects added them together and came
to an average project square footage cost of 59,135% feet and then | applied the average
savings of $32.82 and that came out to $1.9 just over $1.9M possible per project savings.
Now again that is looking at an extremely small sample size but if you look at the average
cost savings we saw between these four schools with the mandated exempted and apply
that to the average square footage of each project, you would see an average, you can
average cost savings of $1.9M per project. Which | understand you can’t build another
school for $1.9M or | don’t think..”

Senator Kessler: “Maybe pay the site prep on somebody that is about it.”

Mr. Bailey: “Then again that is not factored in the Ceredo Kenova, it had a large amount
of site prep costs, leager had a large amount of site prep costs, Gilmer had a $1.3M site
prep cost that was not included in their overall general construction costs. That would
have increased their cost per square foot significantly.”

Senator Kessler: “Also there is a common scale that larger, sometimes the larger the
building the less cost to per square foot, would you agree?”

Mr. Bailey: “It's reasonable.”

Senator Kessler: “That is all | have, thank you Mr. Speaker.”



Speaker Armstead: “Further questions? Delegate Miley.”

Delegate Miley: “Thank you Mr. Speaker. Counsel | have a couple of documents in front
of me from PCS, it's a Summary of Construction Document Estimate. Are you familiar
with these?”

Mr. Bailey: “Yes, | think two of the projects that we looked at had contracted for those.
It's a third-party construction consultant report.”

Delegate Miley: “Sure. I'm looking at one dated March 30, 2015 for Suncrest Elementary
and it said that for the subtotal of all trades work, it assumed prevailing wages applied. In
spite of making assumptions that prevailing wage rates were to be applied, it has total
probable construction cost $190.63 per square foot which is somewhat consistent with
your $190.52 per square foot that you have in your report, correct?”

Mr. Bailey: “l don’t have that report in front of me. What we used to base the pre-bid
estimates off of were the actual architectural firms that worked on the projects. On
Suncrest it was Williams & Shriver and we did that for multitude of reasons. First of all if
you compare the two, the PCS report that you add to the architectural estimates that all
of these projects had done for them they break things up significantly different. | think it
may, they may even leave out a lot of things. But primarily to get the most, the fairest
most comparable comparisons, we looked at the same architectural firm who did the
analyst post-bid, who did the plans to their pre-bid estimates which | believe were even
more recent than some of the other PCS reports. | think we just had, we were able to get
one of those, | think we got the Suncrest one and then there was one from maybe Gilmer
County that...”

Delegate Miley: “Well | have another one for Ceredo Kenova. Is that the one that you
are thinking of? Same company PCS?”

Mr. Bailey: “I'm not certain. Again, we don’t have those in front of us. We've got a
mountain of reports and those were the ones for multitude of reasons we didn’t base
these projections off of.”

Delegate Miley: “Ok. Would you take my word for it that I'm reading these documents to
you accurately? Delegate Miller is here looking over my shoulder. This company PCS
which has a summary of construction document estimates assumes through all trades
work the payment of prevailing wages and it is dated March 30, 2015. It comes back with
the construction cost being $190.63 per square foot which is close to what you identified
down here the $190.52 per square foot. My question is, do you know how they could have
been that close or similar in cost per square foot when one is assuming a prevailing wage
rate being used on the project?”



Mr. Bailey: “There are things that the cost that Williams & Shriver, the architects factored
into their general construction costs that these PCS reports do not. You are not looking
at the same information as a composite together. | mean they are based off, the sum of
all trades work is based off a different set of type of work than what the architects go off
of. The architects are more broad so it would, sum of all trade work, would be included in
the pre-bid Williams & Shriver estimates, but they also factor in other costs that | believe
the PCS reports have in. The PCS report as you see is quite a bit of pages and they have
it broken down in significantly a good number of categories and a lot of things broken up
into other categories are factored into the general construction costs of the Williams &
Shriver projections. Which is, since we didn’t have those for everything is the main reason
we left those out. That way we are looking at the architect, the same architect for the
comparison.”

Delegate Miley: “Well do you have those documents that show the details as to what
the company you are referring to may have included in its cost per square foot compared
to what | am looking at in PCS?”

Mr. Bailey: “Yes. They are not as detailed as that but yes.”

Delegate Miley: “Any objections? Because the PCS documents look fairly detailed and
| tend to lean towards the more detailed provided the more accurate it might be. You don’t
think that is the case?”

Mr. Bailey: “I think just because that it's broken down into more detail doesn’t mean that
it is not as accurate as the architects that actually worked on the project. | actually, |
believed it to be more reliable to base off the architects who are working on the project
who commonly work in the state, | believe that is an Ohio third-party consultant company
out of Ohio who did those and we based our, all of these off the architects who were on
the project who all in-state, they are actually both based here in Charleston and work on
these school projects, you know a good bit of their business.”

Ms. Webb: “l have a point, a question. You said that PCS reports said that the total trade
costs is $190.527”

Delegate Miley: “It says total probable construction costs $190.63 per square foot.”
Ms. Webb: “And that was, you said that was the sum of all trades?”

Delegate Miley: “Total probably construction costs.”

Ms. Webb: “l thought you mentioned just specifically the sum of all trades.”

Delegate Miley: “It includes, well the sum total of all trades work. The trades work was

assuming prevailing wage rates. There were additional costs, the subtotal of trades work
was $161.52 per square foot but there were other costs that appear to be added into



increasing that per square foot cost to make it $190. And the costs are contractor bond
and insurance, contractor overhead and profit, contingency design in estimating B&O
taxes. | mean it includes a number of other costs but | am assuming that when they come
up with a category called ‘Total Probable Construction Costs’ so we are comparing apples
to apples with all projects. | am assuming, this was provided to me and highlighted for
me. That is in the industry what is considered a Total Probable Construction Cost.”

Ms. Webb: “Well that, those PCS reports are prepared for SBA. They have not always
done it, for example one was not available on leager Panther and we were advised when
we met with the SBA that they do this third-party comparison just as a double check on
you know the estimates that they are using. They don’t supplant the PCS estimate for
their estimates in what they want to compare is what PCS estimates purport to the actual
you know the actual bid. So | think | didn’t get into details with, | met with Mike Hall with
SBA Dave Snead, that all the details about why they use PCS but they do rely on that as
a comparison. As opposed to comparing for example on Ceredo Kenova, the estimates
that were put out there before the bond was done was $20M. Everyone knew that was
conservative because they had no idea what the cost of the project was eventually going
to be and didn’t want to put out a bond that was going two-thirds of what they needed for
the project. Knowing that the project cost would come down once they got closer to
deciding exactly what the project details were going to be. So it is my understanding that’s
the reason for those PCS projections. Because we didn’t have them for every project and
we had what the architect estimates were that they rely on to compare what was actually
bid we felt like those were, | mean a good way to compare not perfect not without
gualifications certainly but the best manner that we had to compare the price per square
foot.”

Delegate Miley: “So the SBA is the one that hires and contracts with PCS to perform
this ....”

Ms. Webb: “That is my understanding.”

Delegate Miley: “Ok. The SBA must have some faith that they perform good quality
work.”

Ms. Webb: “Absolutely.”

Delegate Miley: “Ok. Thank you.”

Speaker Armstead: “Further questions? Senator Kessler.”

Senator Kessler: “l don’t know if it's a question but with the leave of the Committee |

would like to ask Steve White, who has probably looked at these a little more closely than
| to see if he could..”



Speaker Armstead: “We will do that if | could ask just one quick question. Just so | am
clear because | know that we have talked a bit about preconstruction and the actual
construction costs. | just want to make clear that when you compared these four projects,
all of them excluded the preconstruction costs? There weren’t some of them that you
included and some of them that you didn’t, right?”

Mr. Bailey: “Right. Some of them do factor in a minimal site work but there is a difference
between site work and site preparation and site preparation is not factored in. Site
preparation includes demolition abatement, removing buildings, leveling the land that is
we did not include that which increases the costs significantly. Like | said, that site prep
for the Gilmer County was $1.3M. Site prep for Ceredo Kenova was $1.3M. Site prep for
leager was $237. We did not include that in our, we strictly looked at the general
construction costs for each project.”

Speaker Armstead: “Alright. Thank you. With leave of the Committee Senator Kessler
asked that Steve White come to the podium.”

Senator Kessler: “Steve you deal with this more on a regular basis and | would just like
to hear your insight based on the analysis and presentation made by counsel.”

Mr. White: “True. Thank you. Steve White, Director of Affiliated Construction Trades. We
had a brief time to look at the staff’'s analysis and while | have to disagree with a lot of the
things that were said. We found a lot of the site prep in there and | would say it's confusing.
There is a lot of data there, there is lots of reasons why it's hard to compile this but in
each of the projects and each of the numbers we found significant site costs and just to
the discussion that had taken place before and | think there was an agreement that site
costs really should be taken out of a comparison. When we went through those projects
and took out the site costs, it really collapsed down the difference in per square foot costs.
The presentation is that there is a big difference per square foot costs and therefore a
conclusion of savings but our data doesn’t show. | would really love the opportunity to sit
down with counsel to go through those numbers because | don'’t think, you know, numbers
are numbers and | don'’t think there should be a disagreement about it but | will say that
it is a very complicated and complex set of documents. Sometimes a site prep is in a
separate contract sometimes it is right embedded in that contract and you have to dig into
these schedule values and it makes it very difficult. The same with the estimates, the
estimates, as was said there is multiple estimates and so the estimates that we saw which
were PCS estimates, that were right before the bid, seem to be right on. Many reasons
why a project will be different than an estimate because it is just an estimate. But the
thought was brought up here, the biggest per square foot tends to have, the biggest
projects tends to have the smaller per square foot cost. It’s like a home, you have to have
a bathroom, you have to have a kitchen those are your high cost items. You add a little
bit of square footage to a bedroom it's not you know, the bigger they are its going to drive
down that per square foot cost. So you expect the biggest project to have the lowest
square foot cost and when we pulled out for site prep the difference for the biggest project
was Suncrest we came up with $193.92, so $184 (that was the number he quoted when



it should be $194). When we looked at the Ceredo Kenova, the second biggest project
$184.34, so you are within $1.50. For the Gilmer project $186.77 but that's the smallest
project. So you are collapsed down, the differences aren’t as big. When we took out what
we thought were the site prep costs that we saw in there, leager also was mentioned a
very different project. Had a lot of problems with the site to make it work. Beefed up the
type of construction | think you mentioned Senator Plymale there grate beams in that,
there’s other things in that building, fogger cast pile, sewage treatment facility. Gilmer had
contaminate soil that was in that cost that we saw. We saw the numbers. | can show you
where they are in that price. So for those reasons we don’t think there is a big difference.
Other than just for point of reference, it is mentioned here that this CK, the Ceredo Kenova
job, did not have a prevailing wage requirement which is true by law it did not. But the
contractor that won that project will pay at the prevailing wage and at times higher than
prevailing wage that is because they are obligated by union agreements. Not only the
contractor but all the subcontractors and again, | will just push on this point too that
number two and number three said they could have significant savings and they didn't.
They came in two and three. | would love to be able to sit down right with those numbers.
It is complicated. You got a lot of numbers flying at you. | hope that answers the question.”

Speaker Armstead: “Further questions of Mr. White? Mr. White if you have any
information that you want to supply the Committee we would be happy to review it and
see how you came to your calculations.”

Mr. White: “l would be happy to and would love the opportunity with your permission to
meet with the staff just to go over those numbers and anybody else from the industry that
wanted to see it. Then we could actually say site prep or not, that’s not, you know should
not be debatable issue, but it is.”

Speaker Armstead: “I'm sure counsel would be happy to talk to you about this.”

Mr. White: “Thank you.”

Speaker Armstead: “Further questions? Is there any other business to come before the
Committee? If not, we entertain a motion that we adjourn.

President Cole: “Mr. Speaker | move that we adjourn.”

Speaker Armstead: “President Cole moves that we adjourn. All those in favor say aye,
oppose no. The ayes appear to have it, the ayes do have it, the meeting is adjourned.”
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The Joint Committee on Government and Finance for the West Virginia Legislature
(“Joint Committee”) commissioned a performance audit to assess and improve the
effectiveness and efficiency of Division of Highways (“DOH”)’s core operations

Audit Background

The Joint Committee sought a qualified contractor to perform a

performance audit on the West Virginia Division of Highways (DOH)
for fiscal years 2013, 2014, and 2015 in accordance with the
provisions of § 17-2A-6a of the West Virginia Code.

* DOH is a large transportation organization responsible for
the planning, engineering, right-of-ways acquisition,
construction, reconstruction, traffic regulation and
maintenance of more than 35,000 miles of state roads.

* In order to provide essential transportation services across
WEST VIRGINIA

this vast area, DOH operates as a decentralized organization BLUE RIBBON COMMISSIONON HIGHWAYS
from 10 District Offices dispersed throughout the state. INVESTING in
In May 2015, the West Virginia Blue Ribbon Commission on West Virginia's

Highways (“Commission”) published a report describing various FUTURE
issues currently impacting the transportation landscape within the PHEeE]
state. A key concern within the report is the culminating results of
decreasing State Road Fund revenues combined with deteriorating
road and bridge conditions.

The Commission Report concluded that DOH faces substantial

annual deficits. Our Draft Report describes efficiencies that have the Image, language and statistics on this page referenced from
. - . y the West Virginia Blue Ribbon C issi High
potential to save DOH up to $25- $50 million annually. Deloitte’s e s S ey 2015 Report

recommendations were not intended to supplant the findings and
suggestions of the Commission, but rather be used in conjunction
with those recommendations to drive maximum efficiency.
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The Joint Committee identified six audit focus areas to assess the effectiveness
and efficiency of DOH’s core operations

Audit Objectives

Our contract scope outlined the primary goals of the performance audit including the following objectives
for conducting this assessment:

AN
NN

Verify the extent to which the West Virginia Division of Highways employs an effective and
efficient strategy to fund maintenance activities, construction projects, and daily operating
requirements.

Assess the effectiveness and efficiency of the West Virginia Division of Highways’
maintenance, construction and reconstruction of roads, bridges and other system
assets.

Assess the effectiveness and efficiency of the West Virginia Division of Highways’ allocation
and use of vehicles and other equipment.

Determine the extent the Division of Highways uses sound procurement practices.

Assess the effectiveness, efficiency and economy of the West Virginia Division of Highways’
management of human resources in meeting the Division’s mission.

Assess the effectiveness and efficiency of the West Virginia Division of Highways’
organizational structure in meeting its mission.

We performed our audit in accordance with the Generally Accepted Government Auditing Standards
("GAGAS”) as established by the Comptroller General of the United States.
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DOH is experiencing increased traffic flows, aging infrastructure, and a decline in
its annual funding but the percentage of unused funds at end of the fiscal year 2015
is trending upwards.

DOH Company Snapshot (2015) ———— — Percentage of Total Vehicles That Are Trucks
= Headquarters: Charleston, West Virginia 65%
Overview " Employees: 4700+ m Ohio m Virginia
= Year Founded: 1909 (State Road Bureau) 60% ® Pennsylvania ® Maryland
= Ownership: State of West Virginia Kentucky West Virginia
55%
= 2.83% population growth, 2000-2015 50%
Regional = 1.40% projected population growth, 2015-2030
Trends = Oil & Gas industry growth 459
= 7000+ bridges with average age of 40 years °
40%
= 33% of projects were delayed during FY13-15 35%
Project = 30% annual underspend by bridge department
Trends = 35% of CORE plan monthly management 30%
reporting updates are completed on average ’ 2010 2011 2012 2013
Source: Population data, WVU study “Population Trends in WV through 2030, March 2014 Source: Google, from Office of Highway Policy Information, FHWA
DOH Asset Base Condition (2015) ——— Financial Summary (2013- 2015)

Largest state
maintained U.S. .

WV romde that are 2013 2014 2015
roads that are in
either poor or mediocre O DOH Funding $1,168 $1,200 $1,161
condition 0 Growth % -9.9% 2.7% -3.4%
Expenditures $1,075 $1,123 $1,003
0 WV bridges in Growth % -11.7% 4.3% -12.0%
0 neeld of rep‘:ir or Unused Funds $93 $77 $158
replacemen Uirireee] % 8.0% 6.4% 13.6%
: Federal Funding $422 $422 $422
WV brldggs that O Growth % 1.4% 0% 0%
are functionally
deficient O
Source: West Virginia Transportation by the Numbers: Meeting the State’s Need for Safe and Source: “DOH Exp FY2007-FY2016 (by month).xlsx”, provided by R. Musick, DOH

Efficient Mobility. January 2014. Program Director
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Our performance audit approach, in accordance with GAGAS, included extensive
interviews and data analysis where findings were classified under six audit focus areas

Scope of Audit Focus Areas Issue Identification Process

Funding

Maintenance, Construction

llEIl
@ & Reconstruction —
" e
&
4‘

Vehicles and Equipment

&

Classify the findings

Classify and collate

Procurement
The findings were consolidated . .
into the six audit scope focus areas Understanding the business
and an analysis plan was created Analyzing the information
} ‘ for each, to proverdisprove the 30 key issues were identified from
Personnel gggg‘ﬁui?t?eguam'fy savings interviews, industry workshops,
documentation reviews and data
analysis

Getting into the business

B\
._/

=
| Organizational Structure o _ _

[ Fact finding and getting onto site

_ Stakeholders throughout the business were engaged to share
their ideas and feedback on what was working well, any ‘pain
points’ and improvement opportunities. Two workshops with
the Asphalt Pavement Association of West Virginia and the
Contractors Association of West Virginia, external
stakeholders, were also held.
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A preview into what we heard...

Aging road conditions
combined with decreased
funding and manpower

There is a need to regionalize
statewide equipment and
parts contracts

Obtaining equipment parts is
one of the biggest problems

| do not specifically know
the routine maintenance
allocation funding equation

@
fieR o, <

Focus

\

Every District should own
its own paver

(T\ Areas
- N

Seven out of 10 times,
the employee we want
has accepted a job
elsewhere during the
amount of time it takes to
approve them

It takes years to get rid of
a bad employee

The Districts need more
autonomy when it comes to
purchasing

It's like Headquarters
thinks our people can be
everywhere at once

The amount of money we spend on
SRIC impacts everything we plan on
doing later in the year

The general public doesn’t
understand how expensive it
is to accomplish what we are

tasked to do

| do believe that there are some
current changes occurring that will
ultimately necessitate significant
organizational changes

Executive Summary  (@ueei )
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Overview of key issues organized by audit focus area

Funding

1. Maintenance budgets are based on
historical allocations rather than any
agreed formula.

2. Over the past 3 fiscal years, state-wide
DOH expenditures have been less than
the allocated annual budget.

3. No implemented cost management
process for routine maintenance
budgets.

4. No official process in place to monitor
program funding.

5. No official process to monitor funding
balances on inactive projects.

Maintenance,
Construction &
Reconstruction

1. The MC&R funding allocation process should
consider other operational metrics to address
underspend.

2. SRIC funding needs are unpredictable and
impact DOH’s ability to conduct general
maintenance.

3. Outsourced construction projects are often
delayed, Maintenance CORE Plan progress
is not updated regularly, and VE efforts are
not regularly successful.

4. Performance measurement is currently
neither a priority nor a standard practice.

5. Lack of project prioritization in STIP and
CORE Plans leads to Man Power, Materials,
and Effort being inefficiently deployed

q. Vehicles and Equipment
o"™e

1. No official allocation process to Districts
for vehicles and equipment.

2. ltis difficult to monitor rental equipment
utilization.

3. Many makes and models of vehicles and
equipment exist in the fleet.

4. Procuring equipment parts under
statewide purchasing contracts can lead
to long down times.

5. Many equipment types display a high
level of idle time.

1. There are often delays between contract
execution and project commencement.

2. Asphalt pricing trends vary depending on
region of the state.

3. Procurement cost-benefit analysis during
the project development phase is limited
regarding low bid vs. best value.

4. The corporate purchasing manual is
outdated and low purchasing approval
thresholds can cause delays.

5. Statewide supplier contracts may not
provide the best value for money.

' Personnel

Lack of merit-based rewards and competitive
salaries hinder the DOH'’s ability to attract
and retain a highly skilled workforce.

2. The hiring processes are too inefficient to
effectively fill the DOH’s personnel needs.

3. Staff performance management is
reactionary and enhancements to the
performance management framework are
needed.

4. Time collection requires significant manual
input and is labor intensive.

5. Training content and quality appear to be
sufficient; however, there are several
opportunities for improvement in delivery and
effectiveness.

Organizational

e Structure

1. Staffing quotas are not enforced and
many Districts and Divisions remain over
staffed.

2. DOH can realize greater efficiency
through consolidation of key
departments.

3. New risk management functions could
be introduced or better defined.

4. The standardized org structure could be
complimented with standard processes
to increase resource sharing.
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Funding can be utilized more efficiently through better integrated
planning and increased transparency throughout the organization

Funding

1 — Maintenance
budgets are based
on historical
allocations rather
than any agreed
formula

2 — Over the past 3
fiscal years, state-
wide DOH
expenditures have
been less than the
allocated annual
budget

3-No
implemented cost
management
process for
routine
maintenance
budgets

4 — No official
process in place to
monitor program
funding

5 — No official
process to monitor
funding balances
on inactive
projects

Senior leadership confirmed that no current formula is
utilized.

DOH Administrative Operating Procedures (“AOP”) state
that a computer model should be used to allocate routine
maintenance funds between Districts.

Senior leadership also confirmed that no allocation analysis
has been performed since 2012.

Data submitted from DOH shows total expenditures were
less than allocations over past three fiscal years.

STIP project forecasting is constantly shifting and difficult to
maintain.

Contract administration can often bottleneck the vetting
process and potentially delay anticipated project milestones.

SOP is to reallocate surplus funding for construction
projects to the State Road Fund.

Surplus routine maintenance funding can be requested to
remain at the District level and reallocated.

Interviews indicated no consequences for
departments/districts being over budget, and conversely no
incentive to be under budget.

W10A form can be generated to show status of various
programmed funds; however this has not been an
implemented process.

Unnecessary risk is generated by not constantly monitoring
these funds as some federal programs have expiration dates
STIP is difficult to predict as projects are constantly shifting.

FHWA guidelines implement a 2% maximum surplus on
inactive projects.

No process exists to monitor state surplus funding on
inactive projects, however Regional Program Managers will
monitor this information.

Create a fair framework to allocate and distribute
routine maintenance funds to each of the Districts
and County Organizations.

A baseline maintenance capital plan should be re-
examined and revised periodically.

Metrics for the allocation process should be
transparent.

Identify unused funds early at fiscal year end and
determine if reallocation will create more efficiency.
Promote federal funding programs to ensure all
funding sources are being realized.

Integrate project management reporting with
budgeting process to allow for robust reforecasts
and reallocations.

Allow Districts to automatically maintain surplus
maintenance funding.

Consider allowing Districts to retain a small portion
of surplus funding on construction projects.
Implement management reporting updates with
each District on quarterly basis, discussing
risks/opportunities and integrate with budget
allocation process.

Implement a process to monitor all federal funding
programs in terms of percent used, percent
remaining, and expiration date. Better usage of the
W10A report would be beneficial.

Match state funded projects to federal funded
projects and allow a 2% maximum funding balance
on inactive projects.

Implement a review process to monitor for surplus
funding.

Integrate project management/cost management
systems and management reporting.

Executive Summary (@il
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Inefficient spending, variable spending on SRIC activities, and
delayed project delivery are key findings in the MC&R focus area

@

Maintenance &
Construction

1-The MC&R funding
allocation process
should consider other
operational metrics to
address underspend

2 — SRIC funding needs
are unpredictable and
impact DOH’s ability to
conduct general
maintenance

3 — Outsourced
construction projects
are often delayed,
Maintenance CORE
Plan progress is not
updated regularly, and
VE efforts are not
regularly successful

4 — Performance
measurement is
currently neither a
priority nor a standard
practice

5 — Lack of project
prioritization in STIP
and CORE Plans leads
to Man Power,
Materials, and Effort
being inefficiently
deployed

The funding for bridge maintenance, repair, and reconstruction is,
on average, 30% more than the group has spent in a FY.
Overall expenditures are 13% below allocations.

Maintenance Formula, as described in AOP, is not being utilized.
2012 funding criteria does not take into account many critical
metrics to consider when maintaining a roadway system.

Spending on Average for SRIC over the three fiscal years evaluated

has been 11% over budgeted amounts.

If the winter of FY 13 is removed the average overrun is 19%.
The range over all three fiscal years by district shows a low spend
of 29% under budget and a high spend of 43% over budget.

After analyzing data submitted by Headquarters, there was found
to be an increasing trend of projects being completed after the
planned completion date. On average 33% of projects were
delayed during FY 13-15.

Districts are supposed to submit updated CORE plans to
Headquarters. However, as determined through a sampling of
submitted updates, only 35% of the updates were completed.

VE was successfully used on 2% of contract projects between FY
13-15.

OASIS is being implemented with agile assets and other system
add-ons to give leadership the ability to analyze the organization.
There are no standard practices or procedures in place to show
management how to obtain operational metrics. Example metrics
include: % bridges in good repair, % CORE plan complete, VMT.
After interview with DOH OASIS leader it remains unclear how the
OASIS system will provide leadership additional insight.

The STIP highlights projects but there is no objective reasoning
behind why project are included on the list.

CORE plan projects are required to be spaced out and completed
on various schedules; yet with-in the schedules there are no
guidelines or processes determining which assets to work on first.
PMBOK and other national PM leaders stress the importance of
having a project management framework.

Executive Summary (@l i)

Reuvisit the basis for determining how different
organizations/districts are allocated funding.
Improve project performance and execution -
better utilize production rates and adjust
funding if target rates/goals are not met.
Consider funding factors beyond SRIC quota.

Remove SRIC funding from the annual
maintenance budget so that overrun or
underrun amount do not affect plans for other
maintenance activities.

Have the state plan a 15% contingency for all
SRIC activity budgets.

Require CORE plan updates to be submitted
into OASIS or another progress tracking
software rather than have a non-uniform
submission and tracking process.

Improve project management and the
estimated time to complete projects by
studying common activities and benchmarking
rates of production achieved.

Create a Dashboard to provide a division wide
performance monitoring platform for
Headquarters and District management and
the general public to use.

The data accumulated and housed with-in
Oasis should be automatically fed into the
Dashboard being implemented.

Institute a formal project prioritization process
for both the STIP plan and core plan activities.
This tool will incorporate data DOH has and
will collect.

Identify ways to utilize TIGER FY2010 Tool.
Implement CORE plans for Bridge activities.
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Regionalizing equipment part purchase orders in relation to
. . . . Vehicles &
Districts will reduce the amount of unnecessary down time Equipment

1 — No official

Senior leadership confirmed that non-CORE maintenance
equipment does not have an allocation process.
Vehicles and pickup trucks are distributed based on necessity

Establish and implement metrics that can fairly
allocate heavy construction equipment and
vehicles among the Districts that could include

aIItc;cgtilsc;?i(E)trSofcoerss and quota. budget, road-miles, historical information, and (12)
. Heavy equipment such as excavators, stinger cranes, necessity available in ‘real time’
vehicles and L . : .
equipment d(?ze.rs, and loaders are distributed evenly between the Promote sharlpg (?f equilpnlwent and vehicles
Districts. between the Districts with improved levels of
availability reporting.
Comprehensive equipment utilization reports do not Implement a process for the Districts to track
2 —ltis difficult to automatically display rental equipment. rental equipment and produce reports — this may @
monitor rental Districts have ability to run singular reports that will show idle, become a capability of OASIS.
equipment down, and chargeable time for rental equipment. Consider purchasing additional heavy equipment ®
utilization Headquarters recently started monitoring rental equipment with repetitious rental trends as 70% of rental cost

3 — Many makes and
models of vehicles
and equipment exist
in the fleet

4 — Procuring
equipment parts

timeframes and cost.

Equipment utilization report information has shown that a
significant amount of different makes and models of vehicles
and equipment exist in the current fleet.

Low-bid quotations are utilized for vehicle and equipment
purchase orders.

Achieving economies of scale within equipment part purchase
orders is difficult given different makes of equipment

was for two types in 2015.

Optimize maintenance costs by considering
revising the vehicle and equipment purchase order
to utilize best value limiting the different makes
and models in the fleet. Best value considerations
can include location in relation to the District and
the reduction of equipment part inventory.

Consider regionalizing equipment part purchase
order with intent of minimizing lead time for orders.

under statewide Extended down time can be experienced waiting for parts; Consequently, this will mitigate the risk for (10)
purchasing time lost can be avoided if standard parts can be locally unnecessary down time waiting for maintenance
contracts can lead sourced. parts.
to long down times
Monthly equipment utilization reports generated by the Consider renting non-seasonal equipment that
Districts will display information regarding idle, down, and currently display high levels of idle and down time.
5 — Many equipment chargeable time for all equipment This could include dozers and chippers @
types display a high Season equipment for routine maintenance possess high idle Implement process to monitor idle equipment
level of idle time rates Examine why pavers have high idle rates while @

Understaffed Districts will also have equipment with high idle
rates

also accounting for 25% of rental costs.

Executive Summary (@l i)
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There are opportunities to increase efficiency by updating procurement
processes currently mandating lowest price to reduce lead times

=

Procurement

1 —There are often
delays between
contract execution
and project
commencement

2 — Asphalt pricing
trends vary
depending on region
of the state

3 — Procurement
cost-benefit analysis
during the project
development phase
is limited regarding
low bid vs. best value

4 —The corporate
purchasing manual is
outdated and low
purchasing approval
thresholds can cause
delays

5 — Statewide
supplier contracts
may not provide the
best value for money

Data from Site Manager shows that the delays often occur
between contract execution and project commencement.
Interviews with contractors have confirmed that project
.commencement dates have slipped in the past due to delays in
obtaining traffic permits.

There are limited quality control reviews being conducted to
understand the reasons for project commencement date delays.

The MLH Consulting Report shows that certain asphalt
companies have acquired the majority of plants in certain
Districts leaving them as a sole bidder.

Asphalt is less expensive on the east side of the State where
limestone quarries are common, but more expensive on the
west side due to the costs to ship materials on the Ohio River.

There is no formal process for completing a procurement cost-
benefit analysis during the project development phase
regarding low bid versus best value.

Limited analysis of whether to purchase or lease equipment.
No process in place that determines when to outsource
engineering services versus performing in-house.

Purchasing procedures are outdated as the cost of materials and
equipment have increased since they were developed and
purchasing thresholds have remained constant.

No requirement for Districts to complete a contractor evaluation
which adds potential of risk for procuring low-quality contractors.

Processing purchase orders through HQ can be time consuming.

Statewide purchase orders are obtained through low-bid
Unnecessary lead time obtaining equipment materials through
statewide contracts resulting in increased costs to the
organization

PPP agreements with contractors result in fixed monthly
payments based on DOH estimate. If the contractor is lower,
they receive higher payments each month than earned value.

Executive Summary (@l i)

Provide greater QC for time between contract
execution and project commencement.
Implement a PMO to reduce potential of
delays

Implement a 3 party project quality control
system to mitigate potential for change orders
and design flaws.

Consider revisiting “white paper” findings
regarding DOH asphalt plant.

Seek out opportunities to increase competition
such as packaging multiple resurfacing
projects to entice out of state contractors.

Design and implement a procurement cost-
benefit analysis process with templates
Provide cost-benefit training at District level
prior to HQ approval.

Create more input from Districts prior to HW
approval for construction projects.

Consider revising the threshold for P-card
purchases, including appropriate internal
controls, to use “best value option” instead of
only relying on low-bid award

Revise purchase order approval process.
Implement post-contract evaluation into
contractor prequalification process

Conduct 3™ party spot checks on the quality of
bid documents before they go to market.

Consider “best-value” alternative approach to
statewide contracts such as implementing
region-wide supplier contracts to reduce long
lead times, particularly in O&M categories.
Focus on improving DOH estimates at outset
of PPP procurement to limit instances of
overly favorable contract payments post-
project execution.

000 6000
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Revising key processes and enhancing performance incentives can }B
better attract, retain, and utilize DOH’s key assets — their staff Personnel

1 - Lack of merit-
based rewards and
competitive salaries

With monetary demands elsewhere in the organization, merit-
based raises were removed several years ago.
There are jobs available for personnel with similar skills and

Develop a robust performance development
plan to capture goals that reflect an
employee's individual strengths, career

hinder the DOH'’s significantly higher wages in many areas throughout the state. aspirations, and priorities for growth during the ®
ability to attract and As a result, there has been a noticeable increase in turnover year.
retain a highly skilled and strong competition over available talent.
workforce
- The DOH’s approval process is very thorough and provides a Reduce the amount of approval required for
2 —The hiring BN .
number of checks to ensure that the decision is aligned with all hourly employees, who should not undergo the
processes are too . o . . "
. - applicable laws. The decision may need up to 13 approvals same level of scrutiny as salaried positions.
inefficient to ) . (15)
before the final approval is granted. Remove wage-based approvals by the state

effectively fill the
DOH'’s personnel
needs

3 — Staff performance
management is
reactionary and

enhancements to the

performance
management
framework are needed

4 —Time collection

requires significant

manual input and is
labor intensive

5 —Training content
and quality is
sufficient; however,
there are several
opportunities for
improvement in
delivery and
effectiveness

It can therefore take several months for an applicant to be
approved. During this time, the employee cannot be notified of
the pending approval, and may accept a position elsewhere.

The DOH does an excellent job ensuring that due process is
provided for all employees undergoing the disciplinary process;
however, this requires a significant amount of time and is
typically checked by one person.

Personnel Specialists provide oversight to some Districts and
act as the liaison between Headquarters and the Districts;
however, they are not involved with disciplinary processes.

The time collection process requires employees to report to
their supervisor, who reports to a timekeeper, who then inputs
the time into the collection system. This opens DOH up to risk
of fraud, and utilizes resources to collect and enter the time
that could be otherwise deployed.

Training is typically provided at centralized locations
throughout the state, requiring extensive travel for some
District employees.

Training for new software is not always provided in a timely
manner, resulting in a loss of knowledge during the time gap.
There is a wealth of experience contained by personnel at
each District and Division, but there is not an efficient means of
sharing their knowledge, nor storing it for future reference.

Executive Summary (@l

as the DOH does not receive any general
revenue funds.

Leverage Personnel Specialists to review
requests for discipline and ensure that due
process is provided. This will reduce the
burden on the final approver at Headquarters.
Enhance the performance management
framework by addressing staffing issues
proactively.

Consider automating the time collection
process. Most employees report to a central
location each day (field office, vehicle pool,
etc.), which would be the best location for the
recording station. Mobile devices can
alternatively be used to report the time. A
centralized reviewer will monitor compliance.

Provide telepresence opportunities to reduce
the travel requirements to receive training.
Implement a train-the-trainer program and
provide it for key personnel at each District.
Focus operator training on realistic conditions
and provide multi-skilling experience.
Consider implementing knowledge sharing
forums between Districts and Divisions.
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The Districts are reasonably alighed to encourage equal
distribution of work, but improvements can be made

4

B 1
Organizational
Structure

1 - Staffing quotas
are not enforced
and many Districts
and Divisions
remain over staffed

2 — DOH can realize
greater efficiency
through
consolidation of key
departments

3 — New risk
management
functions could be
introduced or better
defined

4—-The
standardized org
structure could be
complimented with
standard processes
to increase
resource sharing

The DOH revised the personnel quotas in the Spring of 2015
based on historical averages. Many Districts and Divisions had
their quotas cut; however, to-date 55% of Districts and 70% of
Divisions remain over staffed.

Some Districts are also under-staffed which is resulting in
resource capacity limitations and an inability to complete works.

The ROW, Permits, Utilities, and Oil & Gas departments perform
similar key functions. Each are required to file for, enforce and
inspect permits at various sites throughout the districts. ROW is
directly under the District Manager, whereas Permits and Oil &
Gas are under the Maintenance Engineer, and Utilities are under
the Construction Engineer.

Although the Districts have designated Bridge Inspectors, they
are occasionally called from their inspection duties to perform
repairs.

Similarly, there is not a designated Data Analytics group to fully
utilize the information gathered by DOH’s ERP system.

There does not appear to be an enterprise risk management
system in place and no formal risk framework or risk processes.

The Administrative Operating Procedures provide general
guidelines for how to perform various processes; however, they
are not fully detailed, resulting in variances between Districts.
This includes Job Posting, Hiring, Retirement processes, etc.
Standardized processes will reduce the learning curve and
onboarding time for employees new to the District.

Review quotas to ensure they are adequate. If
they are, punished overstaffed departments as
they are not fully utilizing their funds.

Enhance performance management
framework to better address gaps and adjust
staff utilization as needed.

®

Consider combining each of these
departments under ROW to gain greater
efficiency. The administrative and inspections
skills are comparable, and therefore the
personnel can be effectively cross trained to
create a deeper pool of administrative services
staff and inspectors to pull from.

Clearly define what the Bridge Inspectors are
responsible for performing and what their
priorities are in terms of utilization.

Create a Data Analytics department to gain
insights from the data provided by Oasis.
Implement a risk management system, such
as a PMO and enhanced project controls.

Create a fully detailed standardized process
for all administrative functions similar to those
already created by certain Districts.

Select champion Administrative Services
Manager(s) to create these processes to
ensure they are realistic and sufficient.

60 60600600 6 6 0
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Taking a deeper dive into four selected projects provided further examples
of various procedural areas in need of DOH improvement

Budget
Schedule

Change Orders

Processes

Documentation

Subcontractors

Key
Findings

Budget
Schedule
Change Orders
Processes

Documentation

Subcontractors

Key

Findings

UsS 35

Source: C. Lawrence / WV MetroNews

A lack of funding significantly delayed the
completion of the project.

Public protest resulted in a county official to
revise his stance on utilizing tolls to fund the
project.

Project was eventually able to proceed through
the use of a PPP.

Corridor H

Budget
Schedule

Change Orders

Processes

Documentation

Subcontractors
Source: C. J. Mahan Construction

Company

= Permits were not applied for and obtained in a
timely fashion, leading to significant project
delays.

» Groundwater contamination and sedimentation
resulted in a claim against the DOH.

= Utility delays increased the project cost, and
delayed the Notice to Proceed.

Key
Findings

Tarico Heights Bridge

Source: DOH Bridge Inspection
Report, Dated 09/30/2014

The Value Engineering review focused on the
upfront savings, rather than weighing the
resulting significant lifecycle cost.
Functionality and aesthetics were most likely
directly influenced by the VEP.

District had little input in the VEP review
process when they had the most insight.

Coalfields Expressway
Budget
Schedule
Change Orders
Processes

Documentation

Subcontractors ' _
Source: W. Dayton Whittle / The

Register-Herald

» Potential Coal Synergies may exist by partnering
with local coal companies.

» WVDOT generated public involvement early in
Key the project to mitigate potential future public

Findings concern

= The contractor’s bid on one phase was less than
the DOH estimate, resulting in undue risk placed
on DOH through the PPP agreement.
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We recommend that the DOH create a Joint Steering Committee to drive the
implementation of the Business Performance Improvement Program (“BPIP”’)

Estimated Annual
Efficiencies

Implementation
in 54) ] W (W)

Ease of

Project

Project Description* Issues Addressed Efficiency Targets

Name

¢ Design and implement a * No centralized PMO 0 Reduce capital project change orders 3.0 7.5
. Project Management Office . P
Project #1 — PI\/JIO incl dg tandard No standard organization- @) Reduce capital project overruns Difficult 6.0 12.0
Project ( ), including standar wide project management
Mana ¢ methodology and templates for  ethodology and templates @) Reduce capital project claims 0.5 1.0
gement  the planning and delivery of L . .
lc:)f-ﬁce, s capital projects * Limited cost-benefit analysis
ramewor : : * No business case template
' * Design and implement a Improve construction crew utilization Eas 1.0 15
Reporting Capital Projects Executive - No performance monitoring @ "™ . ' '
Reporting Dashboard tool for capital projects
« Analyze asset performance + Lack of integrated planning @) Reduce risk of asset failures Difficult 1.0 25
data to determine risk factors « Funding formula is outdated — - : : —
. Update funding allocation and not utilized @ Optimize capital funding allocations Difficult 3.0 5.0
Project #2 —  formula to reflect District specific - « No formal prioritization @ Optimize maintenance expenditure Difficult 1.5 25
Asset challenges and asset criticality process for CORE and STIP — :
Analytics & -« Utilize updated funding plans @ Optimize SRIC expenditure 0.5 1.0
Funding allocation formula to Optimize ¢ Limited monitoring of asset
Optimization  capital project and maintenance performance and subsequent
programs risk exposure @ 'mprove maintenance crew utilization Easy 1.0 1.5
» Design an