
E&C Risk Institute
KPMG Project Risk & 

Controls Discussion

June 2011

Major Projects Advisory



© 2011 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of 

independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. 

All rights reserved. The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks 

of KPMG International. <Insert DOCID>

Summary of Discussion

2

Topic Speaker Duration

1. Introduction 5 min

2. Industry Update Geno Armstrong 15 min

3. Evolving Risk Management Landscape Geno Armstrong 10 min

4. Developing & Implementing a Controls 

Based Construction Risk Management 

Framework

Clay Gilge 20 min

5. KPMG Controls Assessment Tool Clay Gilge 10 min
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Industry Update - Information from Survey (View from CEO)

•Highlights from the most recent KPMG Global Construction 

Survey

• Focus on greater efficiency

• Increasing sophistication/approach to managing risk

• Talent management (retention, recruitment and training)

• Fears of a double-dip recession in certain economies 

• Concerns over public sector spending reviews 

• Corporate governance 

• Proposed changes to accounting for revenue recognition

•Margins / Pipeline / Backlog / Business Environment

•The Future….
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Evolving Risk Management Landscape

The Question of 

Risk

Investment  in 

Risk

Clients Respond Success and 

Continued 

Investment

What Now?
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Developing & Implementing a Controls Based Construction Risk Management 

Framework

•Overall Approach (From Controls Paper)

1. Prioritization

2. Developing a Framework

3. Assessing Current Controls

4. Striking the Right Balance

5. Phase Implementation

6. Continuous Improvement
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Prioritization Approach

Prioritized List
Existing Controls
¶Corporate  - Operations & administrative controls

¶ Project  - Current project controls

¶ Vendor – Established via contractual requirements

Construction Program Growth/Outlook
¶Growing  - Scalability, flexibility & cost transparency

¶ Stable  - Continual improvement

¶Decreasing – Risk mitigation & cost control 

Identified Issues/Past Performance
¶ Internal Audit Findings

¶ Project metrics (budget, quality, schedule)

¶ Stakeholder/customer feedback

¶ Third party & anecdotal evidence 

High Priority
¶ Payment administration

¶ Management reporting

¶ Change management

¶ Roles & responsibilities

Moderate Priority
¶ Contract administration

¶ Schedule development

¶ Risk management

¶ Communication planning

Low Priority
¶ Project site security

¶ Materials management

¶ Value engineering

¶ Project cash flow reporting
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Developing a Project Control Framework
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Schedule Management

Schedule Development 

Standards and Processes

Schedule Change 

Management

Program Strategy, 

Organization and 

Administration

Project Strategy and 

Authorization

Policies and Procedures

Project Management 

Reporting

Procurement Management

Solicitation

Source Selection

Contracting and Contracting 

Standards

Contract Administration

Cost and Financial 

Management

Budgeting

Payment Processing and 

Administration

Project Cost Reporting

Estimating and Contingency 

Management

Project Controls and Risk 

Management

Change Management

Risk Management

Design Standards and 

Specifications

Schedule Management 

Process

Schedule Integration

Communication Planning

Roles and Responsibilities

Project Planning and 

Integration Management

Project Infrastructure

Document Management

Procurement Planning

Solicitation Planning

Contract Negotiation

Contract Closeout

Materials Management

Forecasting

Variance Analysis

Project Cost Coding

Cash Flow Reporting

Value Engineering

Historical Trend Analysis

Regulatory Compliance

Project Self Assessments 

and Lessons Learned

Compliance Auditing

Project Site Security

Quality Control and 

Inspection

Environmental, Health and 

Safety

C
o
re

S
u
p
p
o
rt
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Leading practices in developing 

and improving controls:

¸ Developing objective control 

standards and criteria

¸ Linked to Internal Audit, 

Regulatory and other 

stakeholders

¸ Frequent evaluation of 

business risks and the 

internal control environment
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Prior to implementing recommendations from the controls assessment:

ÁCritically evaluate the controls that are being modified, implemented, or 

removed 

ÁToo many controls, or improper implementation of new controls or control 

changes, can often create their own sets of problems
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Phased Implementation
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Modifying controls or implementing new controls should be planned in phases 

to be able to address implementation issues as they arise. 

Not all control changes should be implemented right away, and some changes 

may need to be phased in only as the company grows. 
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Objective criteria for assessing construction project or program controls

Establishes a baseline for measuring controls against

Provides a menu approach that allows for prioritization and targeted focus

Focuses on project governance for transparency and accountability

V

V

V

V

Continuous Improvement –Why this kind of tool is helpful

ÁControls should not be stagnant

ÁControls need to be reassessed on a periodic or continuous basis in order to 

address changes within the organization and the regulatory environment
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Objective criteria for assessing construction project or program controls

Establishes a baseline for measuring controls against

Provides a menu approach that allows for prioritization and targeted focus

Focuses on project governance for transparency and accountability
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Objective criteria for assessing construction project or program controls

Establishes a baseline for measuring controls against

Provides a menu approach that allows for prioritization and targeted focus

Focuses on project governance for transparency and accountability

Controls assessment 

is based on an 

objective rating scale
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Each subcategory 

control has predefined 

assessment criteria to 

facilitate objectivity 

during the controls 

evaluation process
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Main Control 

Categories

Work paper and 

evaluation tools/ 

documentation

Control Evaluation 

Status Tracker

Sub Control 

Categories

Control Evaluation 

Status Tracker

Control Rating Area

MPA Reference 

Library

Controls
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Background
Geno is KPMGªs global leader for the Major Projects Advisory practice.  Geno also serves as the firmªs national industry director for the construction industry.  

Geno has over 20 years of domestic and international development and construction experience. Geno holds primary specialization in assisting clients with real 
estate and construction development strategies, troubled project recovery, claims and disputes, project controls, vendor source selection and negotiation, forensic 
project analysis, cost and compliance auditing, organization and project/program evaluations, benchmarking, and program/project delivery in highly complex 
environments. Geno worked both in Microsoftªs corporate real estate and construction group and was a project manager for Jacobs Engineering Group prior to 
joining KPMG.

Professional and Industry Experience
As engagement principal, Geno has, or is currently assisted clients with independent construction program/project evaluationsand risk assessments: 

• Capital Program Management Controls and Procedures

• Real Estate & Construction Project & Program Reviews/Assessments

• Capital Program Management Organization, Design & Administration

• Project Management (Risk Management, Cost Management, and Procurement Management) and Construction Cost Analysis & Review

GENO ARMSTRONG
Principal

KPMG LLP
55 Second Street, Suite 1400
San Francisco, CA  94105

Tel  415-963-7301
Fax 415-520-9823
Cell 206-852-7189
email garmstrong@kpmg.com

Function and Specialization
Geno is the Global leader for KPMGªs Major Projects Advisory practice specializing in 
construction program evaluations, construction program controls assessments and major 
construction project risk assessments.

Education, Licenses & Certifications
­ BS with Honors, College of Engineering and Architecture, Washington State 

University 
­ Registered Professional Engineer (Civil) ®State of Washington

Geno Armstrong

Principal

mailto:garmstrong@kpmg.com
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Clay Gilge

Managing Director

CLAY GILGE
Managing Director

KPMG LLP

801 Second Avenue, Suite 900

Seattle, WA 98104

Tel  206-913-4670

Fax 206-260-7323

Cell 206-851-2655

email cgilge@kpmg.com

Function and Specialization

Clay is a member of the Major Projects Advisory practice 

specializing in construction program evaluations, 

construction program controls assessments, and major 

construction project risk assessments.

Education, Licenses & Certifications

¸ MBA in Finance, University of Washington (Honors)

¸ BS degree in Mechanical Engineering, 

University of Idaho

¸ Certified Fraud Examiner (CFE)

¸ Certified Project Management Professional (PMP)

Professional and Industry Experience

Clay Gilge is Managing Director in KPMGªs Major Projects Advisory practice.  Clay has extensive knowledge and experience in project management, 
construction management, business process reengineering, construction procurement management, project accounting and contractadministration.  Clay 
developed KPMGªs project controls assessment tool and methodology and has performed project risk assessments, construction program evaluations, 
controls assessments, construction cost investigations, construction cost audits, project turnarounds and contract reviews.  Clay has also advised clients 
regarding project policies/procedures, project budgeting, contract management, project accounting, project controls and many other areas of real estate, 
construction, and facilities management.  Prior to joining KPMG Clay was a Sr. Contract and Materials Manager for new construction at Intel and a 
Project Engineer at Bechtel.  Clay currently serves on the Board of Directors for Big Brothers Big Sisters of Puget Sound.

Specialization
While at KPMG Clay has primarily worked for large Fortune 500 companies, large private firms and major public sector entitiesadvising their Real Estate, 
Construction and Facilities departments on the following types of engagements:
•Construction Program Evaluations
•Construction Program Controls Assessments
•Major Construction Project Risk Assessments
•Project Management (Risk Management, Cost Management, and Procurement Management)
•Construction Cost Analysis & Investigation

Selected Publications and Speaking Engagements
•«Effective reporting for construction projects: increasing the likelihood of project success¬ KPMG Global Energy Institute, October 2010.
•«Construction Risk Management ®Demystifying Project Controls¬, KPMG Global Energy Institute white paper December 2009.
•«A Controls-Focused Approach to Construction Risk Management¬, KPMG Building, Real Estate & Construction white paper June 2009.
•«Contract & Procurement Fraud¬, Construction Business Owner, May 2007 Issue.
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