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Some questions...

- Project Management - what is it?

- Where does it start?

- When and where is the real work done?

- Where does it end?

- What does it relate to (IT, capital works and infrastructure, community services, other?)

- How do we measure success or failure?
- Risk Management - what is it? |

- Project Risk Management - what is it?

- How do we audit projects?
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Auditing Project Risk

My definitions:

Project - an activity that has a start and an end, implemented for the achievement of pre-determined beneficial
outcomes. Is (usually) inherently unique

Project management - the management of the execution of a project.

Project governance - the structure and arrangements for oversight, stewardship and care of a project, with ultimate
decision-making and accountability for project progress (stage / work package delivery), cessation and success.
Project management methodology - a business process that is standardised and used to execute each unique
project (in a tailored or modified form)

Project control - the project management methodology structures and arrangements that provide pre-emptive,
preventative, detective and corrective outcomes to the project

Project risk management - should be based on and consistent with ISO31000. Relates to the management of the
“effect of uncertainty on (project) objectives”.

Project success (yippee!) - achieving positive outcomes that were (a) predetermined or (b) unplanned and unknown
/ unexpected. Achieving the ‘best’ outcome (which could mean project termination).

Project failure (Oh no!) - a very interesting, moot concept... lets discuss: 0 )

MegaProject - a very large, complex, (usually) multi-year and multi-stage, high risk project that costs ‘lots’ of money
(usually OPM)



Auditing Project Risk

From an Internal Audit perspective, project risk is the risk
that all the structural elements of good project management

are not undertaken.

And that is what we need to audit.



How do we audit public sector and community projects?

e All Audit programs should be risk based, therefore the project(s) subject to audit must be on the Enterprise Risk
Register
 Have expectations that the projects will adopt ‘best practice’ (eg. Gateway, PMBOK, PRINCE2, 1ISO031000, ISO
21500:2012 etc.), then develop your Desirable Control Model on these authoritative documents and also corporate
requirements (PMO manual, policies, community strategies etc.)
* Adopt a range of ‘fit for purpose’ tools and techniques to provide assurance such as.
o Comparitive analysis between:
v best practice
v’ required practice (policy and procedures), and;
v’ actual practice
Audit observer status on project governance committee
Periodic ‘injection’ (milestone reviews)
Communication and liaison with all project stakeholders to get ‘their truth’.
Financial / budget analysis
Technical assessments requiring SME (eg. engineers)
Critically analyse variations / deviations and exceptions
Assess the project structural arrangements not just the project progress itself
Qualitative assessment of ‘the vibe’
Report frequently at important junctures - focus on the past as an indicator of the project’s future
Remember who you are there for i.e. the Board / Council and the CEO / Executive
* WUnderstanding the importance and impacts of change management risks being driven from projects and their impact
n the audit plan. Be flexible and adaptable.
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What are these structural elements of good project management?




Project Lifecycle management

Pre-project

Project Governance
(monitoring and controlling)

(PMI type) Project Management

Post-project

Approve ‘




PMI’s Project Management Body of Knowledge (PMBOK)

PROJECT
MANAGEMENT

Project Integration

Management

- Develop Project Charter

- Develop Project Management Plan

- Direct and Manage Project Execution
- Monitor and Control Project Work

- Perform Integrated Change Control

- Close Project or Phase

Project Cost Management

- Estimate Costs
- Determine Budget
- Control Cost

Project Communications

Management

- Identify Stakeholders

- Plan Communications

- Distribute Information

- Manage Stakeholders Expectations
- Report Performance

Project Scope Management

- Collect Requirements
- Define Scope

- Create WBS

- Verify Scope

- Control Scope

Project Quality Management

- Plan Quality
- Perform Quality Assurance
- Perform Quality Control

Project Time Management

- Define Activities

- Sequence Activities

- Estimate Activity Resources
- Estimate Activity Durations
- Develop Schedule

- Control Schedule

Project Risk Management

- Plan Risk Management

- Identify Risks

- Perform Qualitative Risk Analysis
- Perform Quantitative Risk Analysis
- Plan Risk Responses

- Monitor and Control Risks

Project Human Resource

Management

- Develop Human Resource Plan
- Acquire Project Team
- Develop Project Team
- Manage Project Team

Project Procurement
Management

- Plan Procurements

- Conduct Procurements

- Administer Procurements
- Close Procurements




Project Lifecycle

Planning

Level of effort

Defining

Executing

Dglivering

Start Time End
- — ~
Defining Planning Executing Delivering
1. Goals 1. Schedules 1. Status reports 1. Train customer
2. Specifications 2. Budgets 2.Changes 2. Transfer documents
3. Tasks 3. Resources 3. Quality 3. Release resources
4. Responsibilities 4. Risks 4. Forecasts 4. Release staff

5. Staffing

Figure 1.1 Project Life Cycle
(Gray & Larson, 2006, p6)

5. Lessons learned



Project Risk Management (as per ISO 31000)

Project risk management “...can help organizations
increase the likelihood of achieving (project) objectives,
improve the identification of opportunities and threats and
effectively allocate and use resources for risk treatment.

Relates to the management of the “effect of uncertainty on
(project) objectives”.



Risk Management - 1ISO31000

a) Creates value

b) Integral part of
organizational processes

c) Part of decision making

d) Explicitly addresses
uncertainty

&) Systematic, structured
and timely

f) Based on the best
available information

g) Tailored

h) Takes human and
cultural factors into
account

i) Transparent and inclusive

j) Dynamic, iterative and
responsive to change

k) Facilitates continual
improvement and
enhancement of the
organization

Principles
(Clause 3)

Mandate

and
commitment (4.2)

L 3

L

Design of
framework
for managing risk
(4.3) \
‘ Continual Implementing
improvement risk
of the management
framework (4.4)
(4.6)
Maonitoring
and review
of the
framework
(4.5)
Framewaork
(Clause 4)
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Communication and consultation (5.2)
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Establishing
(5.

the context
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Risk assessment|(5.4)
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Risk identific

ation (5.4.2)
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Risk analysis (5.4.3)
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Risk evalua

tion (5.4.4)
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Risk treatment (5.5)

L J

Monitoring and review (5.6)

Project risk treatments

Reduce likelihood
Reduce consequence
Transfer project risk
Accept project risk
Avoid the project risk

Process
(Clause 5)




Gateway

What is the Gateway review process?

A team of external practitioners use their experience and expertise
to provide Senior Responsible Owners of a program/project timely,
independent and confidential advice at key decision points regarding
progress and likelihood of delivery success.

http://www.dtf.vic.gov.au/Investment-Planning-and-Evaluation/Understanding-investment-planning-and-review/What-is-the-Gateway-review-process



Gateway

Gateway Reviews may be conducted for all types of procurement at any of the six key decision points
(Gates) in the project lifecycle: strategic assessment, business case, procurement strategy, investment
decision, readiness for service and benefits evaluation.

Gateway Review 1 strategic assessment, assesses whether the proposed procurement project is the best value means of servicing
the identified need and whether it alighs with government and relevant departmental or agency strategic plans.

Gateway Review 2 Business case review assesses whether the project options have been fully canvassed and evaluated, whether
the recommended option is the best value solution, and whether government should proceed with it.

Gateway Review 3 Procurement strategy review aims to propose the optimum methods for delivering the project within budget and
time constraints and to allocate risks to the parties best able to manage them. The procurement strategy review aims to confirm
that the proposed project aligns with the business case and will deliver the service outcomes within the budget allocated.

Gateway Review 4 Tender decision review assesses whether the business case is valid once costs are established. The review also
assesses whether the investment decision process was conducted with due probity and fairness to tendering parties.

Gateway Review 5 Readiness for service review assesses the state of readiness to commission the project and implement the
change management required.

Gateway Review 6 Benefits evaluation review assesses whether the benefits expected in the business case have been achieved. The
will ensure that post-completion and post-occupancy reviews are conducted and the findings communicated, to improve

futiire projects.
Extract from source: http://press-files.anu.edu.au/downloads/press/p118751/mobile/ch17s17.html



Gateway

Table 3: Agency and case study project compliance with mandatory Gateway requirements

RMS Great Western Highway-Woodford
to Hazelbrook NIA N/A NIA N/A N/A NFA
Pacific Highway
Coffs Harbour to Woolaool N/A N/A N/A Yes Yes Yes Yes
Transport Access Program
Commuter wharf upgrades - s i
Central Coast Highway
Cariton Rd to Matcham Rd N/A NIA NIA
Old Wallgrove Rd N/A N/A Yes
Inner West Busway N/A NIA
Schofields Rd Stage 2 __
Tallawong Rd to Veron Rd - I Yes
The Northem Rd
Camden Valley Way to Peter Brock N/A N/A Yes
Drive
Health Prince of Wales Hospital
Cancer and Blood Disorder Centre s ik L
Royal North Shore Hospital
Clinical Services Building i i L
Wagga Wagga Base Hospital
Stages 1 and 2 Redevelopment s i L
Royal North Shore Hospital
Research and Education Building N/IA N/A N/A Yes Yes Yes Yes N/A
Liverpool Hosy N/A N/A N/A Yes Yes Yes Yes N/A
Stage 2 Redevelopment
DPI E!Izabelh_ Macarthur Institute NA NA NIA Yes Yes Yes Yes N/A
Biosecunty Upgrade
RailCorp Oatley Sutherland Signalling and
Sydney Trains | Overhead Wiring NIA N/A NIA N/A NFA N/A NIA N/A
TIDC South West Rail Link
Transport for NIA N/A NIA N/A NFA N/A N/A Yes
NSW
Venues NSW Hunter Stadium

Source: NSW Audit Office Table 3:Agency and case study project compliance with mandatory Gateway requirements.pdf.aspx - Last Modified 22 May 2015




Uncertainty risk in projects

Project risk... “effect of uncertainty on (project) objectives”.

Uncertainty (or lack of certainty) is a state or condition that
involves a deficiency of information and leads to inadequate
or incomplete knowledge or understanding.

In the context of (project) risk management, uncertainty
exists whenever the knowledge or understanding of an
event, consequence, or likelihood is inadequate or
incomplete.



Cone of Uncertainty

Project
Schedule

LA A A A A A
Process of examination and scrutinx X

Doubt Faith Confidence  Conviction Certainty




Barry’s “PYRAMID OF PERFORMANCE and INTEGRITY”

(A corporate version of Maslow’s Hierarchy of Needs Self-Actualisation)

A

[ Performance & Integrity }

Esteem needs Image, status, recognition, brand

Moral society needs Probity, Ethics, Transparency

Safety needs

Efficiency, effectiveness, utility

Compliance, safety, security }
Economic needs J




How do you measure Project Success or Failure?

Quantitative

* Time

 Cost

* Quality

 Scope

* Performance (efficiency, effectiveness, economy, cost benefit)

Qualitative

* Benefit - who benefits, what, when, where and how

« Utility (usefulness) and marginal utility

* Probity - ensuring the decision making process is transparent
« Compliance - ensuring all relevant statutory processes and requirements are met

« Strategic alignment - ensuring public benefits align with and do not undermine planning priorities
* Financial - ensuring negotiated outcomes provide good value for money

* Delivery outcomes - ensuring public benefits are delivered

Acceptance




How do you measure Project Success or Failure?

A nomenclature of success or failure

Resolution Type 1, or project success.

The project is completed on time and on budget, offering all features and
functions as initially specified.

Resolution Type 2, or project challenged.

The project is completed and operational but over budget and over the time
estimate, and offers fewer features and functions than originally specified.

Resolution Type 3, or project impaired.

The project is cancelled at some point during the development cycle.

“The rise and fall of the Chaos report figures” ref. http://ieeexplore.ieee.org/document/5232804/



Classic reasons for project failure?

No. of % of
Classic Mistakes (descending order of occurrence) Category ) ;
Projects  Projects
1. Poor estimation and/or scheduling Process 51 34%
2. Ineffective stakeholder management People 48 31%
3. Insufficient nsk management Process 43 47%
4 Insufficient planning Process 37 39%
3. Shortchanged quality assurance Process 35 37%
6. Weak personnel and/or team 1ssues People 33 37%
7. Insufficient project sponsorship People 34 36%
8. Poor requirements determination Process 29 31%
9. Inattention to politics People 28 29%
10. Lack of user involvement People 28 29%
11. Unrealistic expectations People 26 27%
12, Undermined motivation People 25 26%
13. Contractor failure Process 23 24%
14, Scope creep Product 22 23%
15. Wishful thinking People 18 19%
16. Research-onented development Product 17 18%
17. Insufficient management controls Process 16 17%
18. Frction between developers & customers People 15 16%
19. Wasted time in the fuzzy front end Process 14 13%
20. Code-like-hell programming Process 13 14%

Source: IT Projectct Management: Infamous Failures, Classic Mistakes, and Best Practctices, R. Ryan Nelson,
University of Virginia, 2007 University of Minnesota MIS Quarterly Executive Vol. 6 No. 2 / June 2007



Some ‘real world’ project examples...




The Goodwill Bridge, Brisbane Queensland

...Is a pedestrian and cyclist bridge which spans the Brisbane
River in Brisbane, Queensland, Australia. The bridge connects
the South Bank Parklands in South Brisbane to Gardens Point
in the Brisbane CBD.

The Goodwill Bridge was opened on 21 October 2001 and
takes its name from the Goodwill Games, which were held in
Brisbane that year. The bridge does not carry any motorised

traffic — it is shared by pedestrians, cyclists and inline skaters.

Two main components of The Goodwill Bridge are the pavilion
and the arch. The pavilion is located in the middle of the
Brisbane River between the arch and the city approach. It is a
fundamental component of the pedestrian and cycle bridge
and supports one end of the arch. The arch is 102 metres
(335 feet) in length, 10 metres (33 feet) wide and 15 metres
(49 feet) high and weighs 360 long tons (403 short tons).
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Was this a successful project?

Financial: The Goodwill Bridge, between QUT Gardens Point
and South Brisbane, cost $33 million when unveiled by former
Premier Peter Beattie in 2001. Its projected cost was $13 million.

Operational: Over 40,000 pedestrians and cyclists utilise the
bridge each week and it is clearly established as a major access
point between South Bank and the city. Spanning the Brisbane

River between the southern end of South Bank Parklands and
the CBD via the Queensland University of Technology campus,
the bridge provides a vital link for pedestrians and cyclists,
especially since the closest train station to QUT is in South Bank. o
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Community health: The bridge is also popular amongst those
who like to maintain fitness, providing a link for a continuous run,
cycle, and walk.

Acceptance: The architectural design has received mixed
reviews; many people see it as a work of art, while others
consider it a monstrosity. This is likely due to its unconventional
fQrm; for instance, the bridge is entirely asymmetrical, and does
pear to follow any particular scheme with regards to
plkcement of features.
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GreOter Sdeey ABOUTUS ~ PLANNING ~ GETINVOLVED ~ DATA AND EVIDENCE ™ NEWS ~ SEARCH
Commission

Strategic planning

Strategic Planning is about designing Sydney's long-term future with a 20-year plan and a 40-year vision. The Greater Sydney Region Plan is the draft 40-year vision
underpinning each of the draft District Plans. Our planning will make Greater Sydney more liveable, productive and sustainable for future generations.
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Growth

targets
for shire

Government sets new targets
for housing and employment

ME Gresier Sydney Com
mission had outlined o™
viinn for gromth in housing
and wbs ovee Ahe et 20
yeurs bot Suthetland Shire

The commission mcludes
the shiiey b the “Sowth Dis
it of Sydnoy alongside
Grotges River and Canter
bwry  Bankstown councibs

Acconding 1o the Geoeatr
Swdivey  Commisien,  the
South Divricts  population
will grow by 204,100 preople
oy 2000 bringhog it to 945,350
Thin wlll acconnt e 12 per
ot of Groster Sydney s fotal
o 178000 by 2000,

Thee Greswe Sydoey Re
phesal Plan sets the South
Matriet’s 20 pemr  sttategic
howsittg  target ol BASO0
dhieeilinhgs, expuutiog 1o an wy

erage anvual supply of L1753
Gwellings. of ane (0 nine of afl
new haises In Greater Sydd
ey et 20 years. The districe
will have 10 sccommodate )2
pres comt of tatal new hooung
O 725,000 1o 2004

(Uhnder the plan, Mian
dé and Suthedand  hawe
boen Wdentiiod ar  stram
BiC crnties

Miranda had on estimm
od exinting jub base i TO00
jolw in 2046 The deakt Sonth
Drantricr plan ihims 1o increose
that 2 total ol M0N0 W
FES00 jobya by 2038

Sutherdand hal an it
muted L700 exiating jobs in
IS The plan sime to In
creane tiis W betweet: 9000
10 000 Jabes By NI

The Comningboan has st &
Heoravinng targets ovet (he pes)
five yeurs uf BI00 Sor Suther

lutrd Shirm, 4000 foc Grocges
Wiver and LLI00 for Canter
Iy Bunkstomwn

P Sotherand] Shim may
an Cartieda Pesce dald the
comncil wosh! seek w clurtly
e 5200 hotning topet with
the deparmment

“What b nor el b I this
S200 Hgare b on top of whan
wet have ooty done or
whethier 11 will include whn
we have provided” Cr Pe
woe said

"Wt vt bty ot oy
farget. Do they want us to
dieltver anuuhier 5300 un top
of than?

“Sutheriand Shise bas os
capod the balk and growth
roquieed of the rest of Sydoey
i the plan), We lave the
loswst wenbers. It very
gorend Boe s B sail
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MORE JOBS AND
HOUSING COMING
1 FROM PAGE 1

“We have the lowest
numbers across Sydney. It's
very good for us,” he said.

But Cr Pesce warned that
councils had been taken
out of the decision-mak-
ing process.

“Many in the community
do not understand that
these targets are a directive
from the state government.
We can't stop them.

“To make sure this hap-
pens they have taken away
our power over develop-
ment applications”

Cr Pesce said the Collab-
oration Area based around
ANSTO will deliver a centre
that is a specific site for
innovation and science.

To provide better
transport connections for
people in the South District
with other districts there
will be investigation into
train improvements on the

lllawarra rail line to improve
capacity and reliability.

Planned upgrades on
Alfords Point Road will
address congestion.

Also investigated will be
new mass transit linking
the eastern suburbs with
Miranda via Kogarah.

Cr Pesce said the impor-
tant item for the shire will
be the F6 which will end the
bottleneck at Kirrawee.

To meet the job targets
the council will have to

protect the industrial
precincts from rezoning and
attract government offices
to Sutherland.

Housing affordability
could be achieved with
“more compact housing, ei-
ther on smaller land lots or
through smaller apartments
of clever design to support
moderate income house-
holds,” the plan states.

I The South District plan can
be viewed at www.greater.
sydney

“What is not clear is if this
5200 figure is on top of what
we have already done or
whether it will include what
we have provided,” Cr Pe-

sce said.,

“We have already met our
target. Do they want us to
deliver another 5200 on top

PN N

theleader.com.au

Focus: ANSTO's Lucas Heights campus will be the centre of a new
innovation precinct under the draft South District Plan.




Multi-function
polis is given
the green light

ADELAIDE: Adeclaide’s multi-
function polis was given the official
zg»ahnd yesterday with the Federal

jovernment ng $12.275 million
over the next three years to kick-start the
controversial, futunstc project.

The Premier of South Australia, John
Bannon, and the federal Minister for In-
dustry, Technology and Commerce.
John Button, signed an agreement 1n Ad-
claide which cleared some uncertaintics
for potential investors but appar-
ently fuled to sausfy dichard critics.

Thmwerulotohmumlpaople
out there waiting 10 see
eral Government) oomrnnmem isto be
madesothcyanunndeﬁuwhumof
involvement they will have,” Mr
Bannon told a press conference.

Y esmdly s move came fours years

project was first mooted and

about 12 months after Adelaide was cho-
sen as the host city.

Under the deal, the Federal Govern-
mrm will spend $5.5 million to help set

a MFP ent corporation. It
-1Il aho fund a marketing cam| I'or
overseas investment and decy
set up its new Commonwealth l-'mnron
mt_;,ul Protection Agency centre in the

The formal announcement had been

scheduled onginally fo for next momh bnl yst.

able. The signing of the agreement was
iced with the release of the findings of a
Federal Government-appointed public
consultation panel which said that after a
year of hearings 1t was convinced that the
community broadly backed the MFP

Opponents of the project have accused
the panel of not consulting the commu-
nity properly

Yesterday's press conference was
briefly interrupted at its conclusion by
Australian Democrats’  environment
spokesman John Coulter, who descnibed
the panel's work as “a farce™ which had
not reflected widespread opposition.

However, his protest was brushed
aside by both the Premier and Senator
Button. Instead, they voiced optimism
lhal fom;n investors could now prepare

ncrete proposals for the project even

lhuu;h Canberra remains uncommitted
on a call by the South Australian Gov
emment that tax incentives be put in
place to attract overseas interest

Mr Bannon has repeatedly sted
that the incentives, also mooted for the
Very Fast Train project between Sydney
and Melboumne, be extended to all major
national infrastructure developments in-
cluding the MFP as an investment cata-
I

ey

The Multifunction Polis (MFP) was a controversial scheme for a planned community
in Australia proposed in 1987 and abandoned in 1998. From the Greek word "polis”,
meaning "city", it was imagined as a place where work and leisure, lifetime
education and intercultural exchange, research and manufacturing would be

uniquely integrated.

A concept paper produced by MITI a month later said the Multifunction Polis would
"become a forum for international exchange in the region and a model for new
industries and new lifestyles looking ahead to the twenty-first century." More than
100 Australian and Japanese companies signed up to the MFP Joint Feasibility

Study.

The MFP was intended to have an initial population of 100,000, though some
modelling was done on the assumption of a population up to 250,000. Futuristic
infrastructure and modern communications were expected to help attract high-tech
industries. Asian investors were targeted as an important source of funds, with an

emphasis on Japanese investors.

Site proposals were received from New South Wales, Victoria, Queensland, South
Australia, Western Australia and the A.C.T. In 1990 the MFP Joint Steering

Committee (whose co-chairman was ANZ Bank chief executive Will Bailey) initial
awarded the project to the Gold Coast in Queensland, but after the state's premi
Wayne Goss declined to consolidate the land under a public corporation the Joint

Steering Committee switched its choice to Gillmag, n

The MFP never eventuated.

r Adelaide in South Australia.



“...derelict relic...transformed into a world-class technology hub...to create a
‘Silicone Harbour’ innovation centre.”

BRADFIELD ORATI ON 2015

IT S THE DAWN OFA NEW BAY

IT was the engine room of Sydney’s great industrial age, and now the derelict relic of the inner-west foreshore
will be transformed into a world-class technology hub under a radical plan by Premier Mike Baird to create a
Silicone Harbour” innovation centre. |




Sydney Opera House

1957: The Danish architect Jgrn Utzon won the architecture
competition set out by the New South Wales government for
the new building

1959: Construction started. The project was scheduled for
four years, with a budget of AUS $7 million.

It ended up taking 14 years to be completed and cost AUS
$102 million.

That cost blowout, of 1,400%, makes Sydney's Opera House
the most expensive cost blowout in the history of
megaprojects around the world, according to Danish
economic geographer Bent Flyvbjerg
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Governments commission
infrastructure dreams but so often end up with
financial nightmares, writes huu I I\\luu 2.
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Sydney Opera House

“... at the beginning of any project goals and objectives have
to be clearly defined by the client to provide a guideline for
what the project must complete.

B A world of ksues. ideas & opinions

Leibovitz: mother; photographer 3R
Grime hasa distinct beat 5R

There are three main factors: time, cost, and quality. - . - T —

FRIDAY LIFTOL
r

In the case of the Sydney Opera House the last one (quality)
was the most important, as it was an almost unrestricted
goal of the project and the reason why it was launched.

ME

No indications regarding time or cost limits were either HE \DACHFS o,

crnments commission

provided for the competition. Thus, the architects were B it s b <o ol end upvith

financi: \I nig hlm res, Writes I)uu I |\\l)](l

allowed total freedom in their designs.”

Source: http://www.eoi.es/blogs/cristinagarcia-ochoa/2012/01/14/the-sidney-opera-house-construction-a-case-of-project-
management-failure/

So it totally met project objectives and
Was anh outstanding success!
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