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SUMMARY:
This is a report back to City Council on the alternative building project delivery processes that
have been utilized by city staff on some public works construction projects to improve the quality
of construction, to shorten the time required to complete design and construction, and to reduce
the potential for claims. The process has worked well on several large, complex projects.
Recently, however, two projects, Parking Lot C and the Public Safety Facility, have had large cost
increases during the construction phase which resulted from construction fast-tracking, changes
in market conditions, unforeseen site conditions, and significant scope additions. This report
recommends certain controls be utilized to provide earlier notification of potential cost increases
and provide an opportunity to rework a project before construction starts if the costs significantly
exceed the budget.
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BACKGROUND INFORMATION:
Recent History
The standard method for completing City construction projects is the Design-Bid-Build
process. In this process, the construction project is designed, put out to bid, and awarded to
the lowest responsible bidder. This process is required by the City Charter and City Code for
projects of $100,000 or more, unless competitive bidding is suspended for a specific project as
discussed below.
•

Three large City projects were constructed in the early 1990s using the Design-Bid-Build!
process, the Waterfall Parking Garage, the Convention Center Expansion, and the Cavanaugh'
Golf Clubhouse. All of these projects experienced significant completion delays and claims
submitted by the general and sub-contractors at the conclusion of the project. The claims;
resulted from disagreements over what the plans and specifications required in quality, time,
of completion, and materials, and a desire by the General Contractor to cover perceived
increases in administration and overhead expenses not covered by the low bid process.
Extensive staff and attorney time and expense resulted and these claims were eventually
resolved through mediation at added contract and legal costs.

•

During the last decade, changes within the Building Industry have resulted in alternative project
delivery methods being considered and proposed by owners and contractors.

•

Also during the last decade, contracting in utilities, streets, and parks projects has moved in
a different direction from that of buildings. In streets contracting, for instance, several
companies may each control their own gravel, transportation trucks, and the road making
equipment necessary to construct projects. Building projects are different. Quite literally, few,
buildings are reproduced. The building industry has organized into a multiple-subcontract
method so that a general contractor provides a service that brings to each project just the
specialists needed for that work without maintaining employees that may or may not match
a particular project. This means that:
1. Competitive bidding of most building projects actually occurs at the subcontractor level.
2. General contractors provide coordination, organization and site supervision services.

•

Since 1994, in part due to the problems experienced with the 3 large projects listed above, City
Public Works staff has researched the changing construction market place conditions and has
worked with design and construction professionals to develop alternative project delivery
methods that reflect current industry practices for certain types of projects. (Exhibit A provides
a summary of these evolving practices).

•

Three alternative processes have been developed, known as the Design-Build, Design-Assist
and Developer-Team approaches. When City staff has determined that the use of one of
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•

these alternative methods for a specific project was in the best interests of the City, City staff
recommended that the City Council suspend competitive bidding by a 2/3 vote (as allowed by
the City Charter and City Code), to allow the project to be completed without using the
standard Design-Bid-Build process.

•

Recently, two projects for which this was done, Parking Lot C and the Public Safety Facility„
came back to the City Council to request large augmentation of their contracts. This happened
during the construction phase when the City's commitment to the project had already been,
discussed and set. One of the reasons that this happened was because these projects were
fast-tracked. The reason that these projects were fast-tracked was so that each building could
be placed into use as soon as possible. Fast tracking a project involves risks that might impact',
the project. At the time of award the extent of this risk was not clearly understood. Impacts to,
both projects and the difficulty of constructing, permitting, re-designing, and costing these;
impacts further delayed reporting this information to the City Council.

Staff was asked to review what went wrong and to see what changes were needed to preclude;
these large types of cost increases. This report looks at the processes used for design and
construction and recommends some changes.
Proiect Phases
All projects go through several phases where scope is defined, refined and documented and cost
are estimated, evaluated, and tentatively confirmed. Normally this means that there are two or
three points where the scope of the project and cost of the project are reviewed by City Council
prior to construction commencing (See Exhibit B).
•

The Concept CIP Phase is the first opportunity for review of the Project. At this stage, a limited
amount of project specifics are known and the estimates are often reflective of past projects
and national standards. Initial funding occurs (See Exhibit C).

•

The Design Phase of a project allows for the full development of the information related to that
project. To meet workload demands, architecture and engineering consultants are often'
engaged to develop the project design. In the standard Design-Bid-Build process, they work;
directly for the City. When alternative methods are used (Design-Build and Developer Team),
they work as part of a team that includes designer and contractor. In all cases, the design is
reviewed and if scope increases are approved, the total project cost increases. Design'
Funding Confirmation occurs (See Exhibit C).

•

The Bidding and Construction Phase of a project is the time when documents are complete
enough for subcontractors to submit bids and for the general contractor to commit to either a
low bid or a guaranteed maximum cost. The standard Design-Bid-Build process assumes that
the construction documents are complete, whereas the Guaranteed Maximum Cost approach
assumes that certain elements will be further developed and that contractor and subcontractor
establish certain written agreements, contingencies and allowances. Construction Funding
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Confirmation occurs (See Exhibit C). Note that Design-Bid-Build is a linear process with each
phase following in sequence. The three alternative processes all have phases happening
concurrently.
Lessons Learned
There are a number of lessons learned in using the four processes over the last seven years:
•

Design-Bid-Build ( required unless the City Council authorizes the suspension of competitive:
bidding) is the preferred process if time is not critical, the project is not too complex, and price'
is the most important variable.

•

Design-Build (may be used if competitive bidding is suspended) works the best if there is a;
firm understanding of what is to be included in the project (repeat projects are good.
candidates), if there is potential for concurrent design and construction, and if there is a need
for clear understanding between the designer and the contractor.

•

Design-Assist and Developer-Team (may be used if competitive bidding is suspended) have
some clear advantages on complex projects where there is a potential for concurrent design
and construction and there is a need to consider qualifications as well as price to produce a:
quality project. Awarding the contract in two pieces (pre-construction and construction) helps,
quantify risks associated with contracts based only on estimated costs.

•

All four processes offer different advantages based on the type of project, the complexity, the
cost (size) and the industry specialization. The City's Public Works Department is currently
using all four methods (See Exhibit D). Water and sewer projects constructed by the City's :
Utilities Department continue to use the Design-Bid-Build process almost exclusively.

Changes in project scope during design and changes in market conditions are handled differently
between the standard Design-Bid-Build and the alternative Design-Build, Design-Assist, and
Developer-Team processes. In the standard process, the Council revises the budget before
design agreements are changed or construction contracts are awarded. In the alternative
processes, the Council is asked to change both the budget and design and construction contracts
in concurrent actions. Budget revisions are normally acted upon by the council at the beginning
or midpoint of a fiscal year and are a review of priorities for use of limited resources.
Asking for an out-of-cycle budget increase with the pressure of a construction contract that is
underway and the potential for delay charges if decisions are not made quickly has been a
problem. Actions at the construction stage like those for Lot C and Public Safety buildings need
to be avoided by proper controls and/or by clear statements of potential risks.
Decreasing the Change Order Risk in all Processes
Change orders are a part of the construction process because of the constantly changing nature
of construction unknowns, supplies and materials, and clarifications needed to documents that
4
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will always have some flaws and require interpretation. However, changes brought on by
inaccurate estimates, changes in subcontractor bids, and availability of labor should be controlled.
•

The standard Design-Bid-Build process transfers most of the risk to the contractor by requiring
a full bid of completed documents. Contractors might still be selected by qualifications, but
their ability to alter a completed design to meet budget issues will be very limited. In short, if
the project is designed over-budget, it would likely require a major re-design with associated
delays.

•

When one of the alternative processes is authorized by the City Council, it requires that theCity share the risk and reward as the project is developed. This faster process works well,
when the construction market is not overheated such as with the Cal/EPA Building. While Lot
C Garage and Public Safety Building clearly demonstrated what can happen in a labor short.
marketplace, in a more normal market, the team constantly fine tunes design and costs so that:
the project remains on budget and is finished on time. Decreasing risk for cost increases can
be accomplished by controlling authorizations to proceed into construction.

•

All project awards should have some assessment of the risks involved as well as an
appropriate construction contingency. Remodel and refurbishment projects usually need larger
contingencies due to the difficulties associated with the undiscovered issues.

Recommended Controls and Improvements
Conceptual CIP Phase: Develop detailed information to describe and estimate conceptual CIPs
to better evaluate the expected project cost and include appropriate contingencies. On complex,
projects, develop a detailed program prior to starting design. The 911 project program is an:
example of this improvement.
Developer Team and Design-Assist Contracts: Divide contracts for complex teams so that the
pre-construction and construction activities require separate approvals. This means that the team,
earns fees during design while it encourages information sharing when it can be most useful to'
controlling construction cost - during the design phase. This method has been used with the City'
Hall project and several others where the developer/manager work with architects, engineers,
reviewing boards, public input, tenants and the cost conscious contractor to develop a design that
meets the budget and other goals. The authorization to proceed with construction is a second
authorization that follows the design activities and should be based on subcontractor bids/'
proposals and full disclosure of risks.
Increases in project scope require separate authorizations: In the development of the design, a
variety of forces are assembled to provide input. Sometimes it becomes obvious that the project
scope should be increased to include an element that will be advantageous at some future date.
This increase in project scope must be discussed and authorized along with appropriate budget
increases. Project contingencies should not be used for scope changes.
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Define the Risk prior to starting construction: Describe the risks for cost increases by clearly
identifying if the authorization to begin construction is based on 100% bid amounts, 75%, 50%,
etc. Generally if the major project elements are designed and bid and 65-70% of the construction
budget is based on bids and proposals, then the risk level is low (See Exhibits E and F).
Select the best method for each Project: As noted above, an alternative to the standard DesignBid-Build process can only be used in cases where the City Council determines on a 2/3 vote that
use of the alternative process is in the City's best interests. This is more likely for projects where
certain quality issues and criteria is fully developed and understood. The design-build contract for
8 wading pools on 8 sites has worked successfully because the design-build request for proposal
used a prototype set of drawings and specifications as the standard that the proposed pools must.
meet. This allowed the design-build teams to fully understand design expectations while als6
allowing flexibility for individual site adaptations (See Exhibits E and F).
Budget appropriate Contingencies: Each project budget must include a construction budget, a,
construction contingency, and a project contingency. The construction contingency will be.
reserved for unforeseen conditions, design clarifications, unusual market conditions, etc. that
occur during the construction phase.
This report recommends that a variety of processes be used, consistent with City Charter and
City Code requirements, along with added project management controls and improvements.
FINANCIAL CONSIDERATIONS:
This is an information report. Financial considerations are considered individually for each
project.
ENVIRONMENTAL CONSIDERATIONS:
This is an information Report. Environmental considerations are considered individually for
each project.
POLICY CONSIDERATIONS:
Article XIV of the City Charter, and City Code Chapter 3.60 require that construction projects
of $100,000 or more be competitively bid with award to the lowest responsive and responsible
bidder (General Contractor), unless the City Council determines, on a 2/3 vote, that it is in the
City's best interests to suspend competitive bidding.
The building construction industry has moved to multiple contracting formats. When it believes
utilizing an alternative bidding format for a specific project would be in the City's best interests,
City staff requests suspension of competitive bidding to use the alternate process; however, this
only means that the General Contractor is selected based on qualification and the price is
determined by competitive bidding conducted by the General Contractor at the subcontractor
level.
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In addition to the variety of processes described above, this report recommends added project
management controls and improvements.
ESBD CONSIDERATIONS:
All of the project selection and award processes require that the City's ESBD goals be met.
The larger and more complex projects usually require more experienced Developer or General
Contractor leadership that are generally not ESBD firms. They meet and often greatly exceed the
goals by dividing the work among ESBD and non-ESBD subcontractors. There are many more,
ESBD subcontractor opportunities and this is the training area for the future General Contractors.;
The small to medium projects offer more opportunities for ESBD General Contractors. When:
using a qualifications based method of selection, significant efforts are made to attract ESBD and'
local based firms for inclusion in the selection process.
Using the various contracting methods the Public Works Department has awarded 21.2% of the
construction budgets to Small businesses and 5.93% to Emerging businesses since the ESBD
program began.

MP-Francesca Lee Halbakken
Project Delivery Manager
RECOMMENDATION APPROVED:

V

" ROERTTHOMAS

City Manager

Approved:

Michael Ka shiwagi
Director of Public Works
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Exhibit A
Staff has been involved and aware of changes in the building construction industry:
•

In 1994 staff began experimenting with different contracting methods and utilized an
elementary design-assist method on Sam Pannell's Community Center Phase 1 and Kinney
Police Substation (after the City Council suspended competitive bidding for these projects).
Both were completed on time and under-budget. From 1994 to 1996 staff attended industry
sponsored discussions about alternative methods for project delivery.

•

In 1995 the American Institute of Architects (AIA) and the Associated General Contractors of
America (AGC) published "Recommended Guidelines for Procurement of Design-Build
Projects in the Public Sector." These guidelines were endorsed by the Design Build Institute
of America, Mechanical Contractors of America, and Sheet Metal & Air Conditioning
Contractors National Association (See Exhibit A-1).

•

In 1995 the City of Lodi shared with the American Public Works Association (APWA) their
General Contractor Pre-qualification Criteria intended to aid in selecting General Contractors
that provide top quality service (See Exhibit A-2).

•

In 1996 the AIA published the "Handbook on Project Delivery" that discussed the pros and
cons of Eight (8) different methods to design and construct a project (See Exhibit A-3).

•

In 1996 staff met with local contractors and architecture/engineering firms to develop
alternative processes for design and construction, for use on appropriate projects. Bringing
the general contractors into the project team early to assist in the final project development'
and to assist in controlling costs by reviewing document development has worked effectively
in most cases where this has been done. The use of Design-Build, Design-Assist and .
Developer-Team process (after the City Council suspended competitive bidding for these,
projects) resulted in contracts being awarded to general contractors or developers on a
professional fee basis. This fee encourages cooperation, proactive problem solving and ontime completion.

•

In 1997 the City awarded the Cal/EPA design-build project to Thomas Development Partners
and Turner Construction Company. This project was completed early and considerably under
the budget.

•

In 1998 Proposition F was approved and the City of San Diego altered their Administrative
Code to provide for design build project delivery as a normal procurement method (See Exhibit
A-4).

•

In 1999 the AIA and AGC published the Design/Build Teaming Checklist to aid in these
alternate project delivery processes (See Exhibit A-5).

Exhibit A-1
5. AIA/AGC RECOMMEND-ED GUIDELINES
FOR PROCUREMENT OF DESIGN-BUILD
PR-OJECTS IN THE PUBLIC SECTOR
'..bLshed by The American Institute ^ f:a rcl^itect_^ rz;ul the .! ^sociated Genera? Contractors ol' Americez, Janu^irv 1995; endorsed hr
the Design Build Institute of America, Mechanical Contractors Association of America, and Sheet Metal e'r Air Conditioning
Contractors \'ational Association.

A. DESIGN-BUILD: GENERAL
AUTHORIZING CONSIDERATIONS
FOR ALL

DESIGN-BUILD

PROJECTS

1. Criteria for Using Design-Build
Public agencies should adopt general criteria to be used to,determine
what projects will be delivered using the design-build method. The
criteria should also address when to use the traditional design-bidbuild and other project delivery methods, listing the comparative
advantages and disadvantages of each project delivery method. Criteria that might be considered for determining when to use design-build
include (1) time constraints for delivery of the project; (2) the capability and experience of potential teams with the design-build process; (3)
the suitability of the project for use of the design-build process; and
(4) the capability of the public owner to manage the project. including
personnel to oversee the project who are familiar with the
design-build process.
The introduction of each public design-build solicitation should
contain an explanation of how the specific project fits the criteria for
use of the design-build method.

2. Design-Build Procedures
Public agencies should formally adopt general procedures for selecting design-build entities and for managing design-build projects.
Formal adoption will permit the public and the design and construction communities to comment on the procedures and will assure that
fair, uniform, and effective procedures are followed.
The following specific project considerations can be adopted to satisfy this purpose. Of course, local laws and regulations, which in
some jurisdictions limit the use of design-build, should be reviewed
prior to requiring these specific recommendations.

B. SPECIFIC PROJECT CONSIDERATIONS
FOR ALL DESIGN-BUILD PROJECTS

A solicitation for a design-build project should clearly spell out the
procedures to be followed in conducting the design-build selection
and subsequent management of the project, including the project
program and scope of work, criteria for selection, requirements for
presentations, timetable for the selection process, the composition of
the jury (or selection panel), and all other issues described below. It is
important that these procedures be described in full at the onset to
avoid misunderstandings and selection protests later. Clear procedures will also enable the process to produce a quality project, on
time, and within budget.

1. Rationale For Selecting Design-Build and
Description of Process
At the outset, the solicitation should explain how the design-build
method of procurement meets the criteria in law or regulation for use
of the design-build method. It should then describe the selection
process, including detailed submission requirements and selection
procedures, the composition of the selection panel, and a timetable
for the entire procurement process. Finally, it should provide credible
assurance that the project is fully funded. Failure to comply with this
last requirement may detract from attracting quality firms.
2. Scope of Work
The statement of project requirements should set forth an owners
needs with sufficient clarity to assure there is comprehensive understanding of program requirements, project scope, and business
requirements. Scope of work documents should include, at a minimum: (1) program statements for the facility that describe space needs,
design goals, and objectives; (2) equipment requirements; (3) other
pertinent criteria, such as energy use or accommodation for future
expansion or adaptation; (4) site information, including a site survev
and soil boring report describing subsurface conditions; (5) any minority business enterprise (MBE), women business enterprise (WBE), or
disadvantaged business enterprise (DBE) requirements; (6) an outline
of specifications; (7) budget parameters; and (8) project schedule.
The role of the owner's representative in the selection process is
very important and should be identified in the solicitation. During
the solicitation, the owner should also provide a copy of the contract
that the winning competitor is expected to sign in order to avoid
problems and disputes at the end of the competition.
In order to translate the needs of the users into a set of criteria that
teams can bid on with some certainty, the scope of work should be prepared by an architect and other appropriate design professionals. The
scope of work should be as' exible as possible, for several reasons:
First, a flexible scope of work will elicit creative responses from
competitors that may reduce the cost of the project in the short term
and improve life cycle costs in the long term. A generally stated set of
program requirements will allow competing teams to suggest imaginative ways to meet the requirements by combining or reorganizing
functional areas or by applying innovative design ideas, construction
methods, materials, or systems.
Second, procedures for discussions between the owner and the
competitors should be designed to facilitate scheduled communication to avoid possible misunderstandings of the program requirements. Nonetheless, it can be expected that, following the selection,
the give-and-take between owner and the selected design-build team
will result in changes to the building program and/or the design.
,
When selections are based on flexible rather than very detailed pro-.
grams, unsuccessful competitors will have little grounds to protest
the selection. Thus, delays can be minimized.
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Third, more projects are requiring public
following the selection can the owner he,in 10;Libmlc the design :o
formal review bodies or public particip;aion processes. Formal
reviews and public participation processes may result in changes to
the design, so time spent developing overly detailed designs before
the selection may be time and effort wasted. Moreover, citizen
groups may object to being presented with an all-but-complete
design before they are consuited.
3.Two-Phase Selection Process
a. Phase One (Prequalification) Selection
The number of competitors who submit final proposals should be
limited. Finalists typically produce relatively detailed proposals, and
failure to limit the number can mean that the owner and its selection
panel must spend an inordinate amount of time and public money
comparing and evaluating proposals. Producing final proposals is
expensive and time-consuming for each competing design-build
team. The more unsuccessful teams there are, the more dissatisfaction
with the process. It is beneficial to owners and competitors in
design-build procurements to eliminate as early as possible those
competitors that have no realistic chance to be selected.
Therefore, a two-phased procurement process is recommended. In
the first phase. after receiving submittals, a short list of prequalified
finalists is compiled. The short list should consist of three to five
design-build entities, which is enough to assure competition, but a
manageable number for the selection panel. Selection of a short list
should be accomplished by reviewing applications packages, supplemented by brief interviews if possible, and should be based on a comparison of qualifications, to include: (1) the ability of the competitor
to satisfactorily carry out the project design and construction requirements; (2) past performance of individual members of the competitor; (3) relevant experience or potential performance of the
design-build competitor as a team, if the competitor is a joint venture
or other teaming of separate contractors; and (4) financial capacity to
perform. Price quotations from competitors should not be considered
at this stage.
b. Phase Two (Final) Selection
Final selection criteria need to state clearly what weight will be
assigned to each criterion. Otherwise, qualified competitors may
unnecessarily emphasize criteria of lesser weight to the detriment of
criteria of areater weight. This may lead to the best competitor not
being awarded the project. Criteria typically include: excellence of
the proposed design and construction approach to the project,
demonstrated satisfaction of the program requirements, management
plan for the project, and estimated cost of the project.
In design-build competitions, price can vary significantly as an'
evaluation factor. In some competitions, price is a relatively unimportant factor and, in other competitions, price can be the most important factor. An owner must make a determination, prior to a
design-build solicitation, about the significance of price. This determination will be based on whether a project's design is of paramount
importance or conversely if price is the most important consideration.
In most instances. owners will be interested in accomplishing both:
maximizing design at the lowest possible price.
An owner who is more interested in design and less on the total
cost may choose to ask design-build teams to work towards a specific
fixed budget. Under a fixed budget, an owner sets the total cost of
the project (e.g. 315 million) and asks the teams to provide a building
within that budget. A fixed budget allows the design-build teams to
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prepare proposals on a level playing field. When ati,::d budge: is
specified by an owner, the teams will be evaluated on the value they
can supply within the fixed budget. The benefit of this approach is
that reams will maximize their focus on design. At the same time. by
fixing the proiect's budget, the owner has also controlled the cost of
the project.
Another option is to ask for price as a lump sum. In this instance.
reams provide a designed project for the lowest price. Price becomes a
competitive factor which will probably drive prices down. However,
this price competition may adversely affect the quality of the design.
The purpose of this discussion is to emphasize that there are a number of ways to establish price in a design-build competition. The
ideas stated here are two out of a number of different options available. There is no right or wrong way. Owners must evaluate their priorities and use price as an evaluation factor in a way that fulfills their
goals. From the design-build teams' perspective, it is important for an
owner to decide what role price will play and inform the teams in
advance in order to avoid misunderstandings and protests.

4. Limited Phase Two Presentation Products
The amount of documentation required in submissions should be Iimited to the minimum necessary to judge adequately between competing
proposals. Curtailing the detail required in phase two submissions (for
example, by limiting the size and number of drawings allowed, not
allowing presentation of models or renderings, etc.) reduces the time
and expense to the owner as well as to the design-build competitors.
Limiting the number of presentation products will attract more initial
teams and also assist in creating a level playing field for all the
design-build teams: better financed teams will not have an advantage
simply by being able to create more lavish presentation products. Better financed teams may not necessarily translate into the best
design-build entity for a particular project.

5. Selection Panel or jury
Selection in both phases should be objective, based on qualifications
and responses to the project requirements and selection criteria: The
selection panel should include design and construction professionals
from within the government agency who are familiar with the project. The jury should also include representatives of the government
agency that will use the facility because, if the ultimate users are
involved in the process, changes requested by the users later during
the project can be avoided which can save substantial amounts of
time and money. If government regulations require final selections to
be made by a government official, state and federal ethics regulations
may permit outside advisors to participate on panels, often without a
vote. Including outside advisors is highly recommended, since they
often bring fresh perspectives to the discussions and will be able to
assist the agency in selecting the most qualified team.
The jury should be selected early enough so that it can review and
comment on the project program prior to the issuance of the solicitation: this assures that the jury is knowledgeable about and in accord
with the program requirements. The same panel should make the
first and second phase selections, in order to provide continuity and
consistency in the judging process.
The names of jury members should be made public and be included in the initial solicitation. Potential competitors will thereby know
what design and other predilections the jury members have and can
make an informed decision about whether to participate in the selection process. Moreover, qualified jurors will attract a better level of
competition. Competitors and jurors should agree not to have anv

/(J

communications about the proiect or selection cu«r riian_c„mmunications permitted by the selection procedures.

tunitv to evaluate how each _eam approaches the project ani how 1-1
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6. Compensation
A stipend should be paid to each of the unsuccessful design-'Ouild
teams that completes the second phase requirements and the amount
of the stipend should be stated i n the initial solicitation. In the past.
teams have spent much time an.: money on their design submissions
in the pre-selection process, tar beyond what is requc__. :<< ure traditional design-bid-build process. By providing a stipend, owners will
benefit by attractin„quality teams to participate in the design-build
procurement process.
If limits are imposed on the materials and documents that the competitors are required to produce -.iuring the second phase (S ee -=I,
above), it is possible to provide a modest yet fair stipend which will
partially compensate the competitors for their efforts.
The winning competitor's total project compensation typically
includes what was spent on its Phase Two submission, since that submission becomes the basis for developing and delivering the project.
If the project does not go forward for any reason, the winning competitor should be compensated for its Phase Two costs at a minimum
on the same basis as the unsuccessful competitors. If the project goes
partly forward and is then terminated or suspended, the winning
team should be compensated for its Phase Tevo costs and for its work
up to the notice of termination or suspension. This recommendation
is a further acknowledgment that a design-build project is far more
expensive to prepare in the pre-selection process than the traditional
design-bid-build process and therefore some amount of compensation is in order or quality teams will be less inclined to compete for
such projects.
Furthermore, design, construction, or other concepts or methods
proposed by unsuccessful competitors should not be used by the
owner without compensation to the appropriate competitor. Design
work generated for a proposal should be the property of each of the
individual design-build teams unless and until the proposal is accepted by the owner. An owner has no need for the design work and the
design-build team may have a proprietary interest in all or part of the
design.

7. Feedback To Competitors
a. During The Second Phase
There is a widespread misconception that "blind" competitions are
fair and so competing teams are often forbidden to have private conferences with the owner's representatives (both the owners' project
managers and the jury) until the competition is over. In order to
answer the inevitable questions about the program, agencies often
arrange public questions-and-answer sessions at which all teams are
present, or else written questions and.agency answers are circulated
to all teams. The problem is that, under either format, teams are
reluctant to ask important questions that would divulge their design
or financing intentions to other competitors. There is no real
give-and-take between competitors and owner, and, as a result, very
little useful information is exchanged.
A better solution has been used in some successful design-build
projects. Each short-listed team is given an equal opportunity for
direct and private communication with the owner's representatives;
each team gets the same fixed amount of time. Basic elements of fairness are retained and each team can ask any questions of the owner.
The result is proposals that respond more directly to the agency's
intentions. A side benefit is that the agency managers have an oppor-

b. After Selection
It is extremely important to provide candid feedback to unsuccessful
teams after the ^eiectiun process has been completed. This recommendation cannot be overemphasized as, aside from compensation to
short listed teams (see '6, above), a failure to debrief unsuccessful
competitors has been one of the main complaints of design-build
comLerltors. This issue is important because fairness on the part of
owners will lead to more satisfied competitors who will want to compete on future projects.
Written jun- reports should be provided after each phase describing why the successful competitors were selected. Waiting until a
contract is signed, as is often the practice. means there is a significant
delay between the time of selection and the jury report and the delay
often contributes to a sense of frustration and perception that the
process may not have been fair. Teams want and need to know why.
they were unsuccessful and how they can improve themselves for
future design-build competitions. A more thorough debriefing will
reduce the possibility of formal protests on design-build selections;
in return for a more complete debriefing, finalists may agree to waive
their right to protest.

C. BRIDGING

How is Bridging Different than Design-Build?
Bridging, as defined earlier in this publication, is a variation of the
typical design-build process already described. In a bridging procurement, teams are provided bid documents that define the functional'
and aesthetic characteristics of a project by a separate architect-engineer (AE) who has a separate contract with the owner. This separate
AE entity takes the design through to design development and is normally precluded from participating on a design-build team and serves
as the owner's consultant during the final design and construction
phase. The project is then bid on by teams that complete the final
construction drawings and the team becomes the architect-of-record.
Unlike a typical design-build project, a number of issues previously
discussed in the context of design-build do not apply to a bridging
procurement. Thus, limited phase two presentation products are not
of the same concern because there is no design work. Similarly, jury
selection and compensation for the short-listed teams are not significant issues in bridging because the design concept has been
established and. after prequalirication in phase one, phase two deals
with price only

Additional Considerations
1.

7.

It is necessary to delineate clearly the boundaries between the
responsibilities of the designer who per-forms the preliminar:
design and the design-build entity's responsibilities for design
and construction. The solicitation needs to be clear about the
first designer's responsibilities on the project beyond his or her
initial effort.
For a discussion of the options for obtaining price proposals, see
"Compensation."
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D. DEVELOP-DESI..r,N-BUILD (TURNKEY),
DESIGN-BUILD-LEASE, LEASE-PURCHASE
Develop-Design-Build and the other types of design-build

described in the above heading are not actually procurement systems
for delivering the design and construction of a project. These systems
are financial arrangements that could apply to both design-build and
bridging procurements.
Additional Considerations
Since the design-build entity is expected to perform in areas beyond
design and construction, the entity must be evaluated in those additional areas. This will require adding evaluation criteria during both
phases of selection as well as adding to the selection jury members
who can evaluate the additional areas of competence required, which
are largely issues of financial capability.

CONCLUSION

AIA and AGC believe that these Guidelines will improve the selection process for design-build projects. When implemented, P.IA and
AGC believe that these Guidelines will benefit public owners as well
as the design and construction community by bringing uniformity
and consistency to the design-build process in the public sector.
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APWA Partnering Workshop Participant

SUBJECT: Prequalification and Substitution Data

Per your request, I've enclosed the prequalification material used on the Lodi City Hall
Remodel Project.
Also enclosed is the substitution justification form used by O'Brien Kreitzberg on the
projects they administer.

,/

^ ^^.3CL

Ronsko
orks Director
JLR/lm
Enclosures
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Prequalification Criteria.
City of Lodi Civic Center Improvement. Project
General Contractor must provide the following specific information in
order to be considered as a potential bidder on the Civic Center
Improvement Project. Contractor is required. to submit bidder
prequalification data prior to the mandatory prebid conference. The
City will provide an evaluation and answer relative to the
prequalification within five (5) working days from receipt of submittal.
Willful provision of false or incomplete information may subject the
firm to disqualification from the.bidding process.

Minimum Prequalification Criteria for General Contractors:
1.

General Information
A.

Name, address and phone of company;

B.

Names of Corporate Officers, Partners, Principals, or
Proprietors;
Type of Company (corporation, sole proprietorship, partnership, etc.);
List any subsidiaries, affiliates or relevant partnerships or
joint ventures.

C.
D.

2.

Firm Experience
A.

Provide experience in the position of prime responsibility as
general contractor for the construction of at least three like
projects with a .construction cost of $2 million or more.
Include the name of the Project and a contact person
representing the owner..

B.

Provide experience that demonstrates the firm's
capabilities in performing renovation of historically
significant structures.
Provide the firm's experience in working on publicly bid
projects over the past five years.

Provide a list of ten subcontractors with whom you have
worked in the last two years.: Provide the name and
Attachment No. 1
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telephone number of the person with whom your company
dealt.
E.

Provide the names of three Architects and Engineers that
you have worked with in the past two years. Provide the
name and phone number of the person with whom your
company dealt.

Staff Experience
A.

4.

Provide the resume of the proposed project manager and
project superintendent. Demonstrate the proposed
assigned. staffs' experience in:
1)

Projects of $2.5 million or more;

2)

Projects that are renovation or remodeling of
historically significant structures;

3)

Projects within the last five years that have been
publicly bid.

Financial Resources:

A.

Illustrate the financial resources to perform a contract of
this scope.
Provide a copy of the company's most recent financial
statement including a balance sheet and profit and loss
statement.
Identify any outstanding judgments presently held against
the firm.

D.

5.

Illustrate that the company has the bonding capability for a
project of the $2-$2.5 million range.

Schedule:
Illustrate the ability to meet the performance schedule of the
contract, concurrent with other business commitments. Provide
Attachment No. 1
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a bar chart schedule showing all ongoing and planned work
which will take place from April 1995 to February 1996.

6.

Performance:
A.

For projects of this size and scope, completed in the last
five years, indicate the original legal completion date and
the actual completion date. Provide a narrative explanation
for changes in the original schedule. Provide references for
the projects listed under this section.

B.

List any projects in the last five (5) years that the
contractor has been terminated or been denied an award
based on being non-responsive or been assessed liquidated
damages.

Claims/Disputes:
Provide a summary of all claims disputes within the last five (5)
years and/or rejected change orders or completed. Summary
shall include all claims, disputes, and request for changes that
have been rejected or resolved in arbitration and/or litigation or
were settled prior to said arbitration or litigation. This will
include claims made by the owner or against the owner or other
contractors. The contractor shall state the following status for
each action: Project name, the nature of the issue, the value of
the dispute, claim or rejected change, final status, and owner
reference.

Attachment No. 1
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SECTION 01660
SUBSTITUTIONS
PART 1 - GENERAL
1.01

DESCRIPTION
A.

This Section describes the procedures to be followed in requesting
substitutions to specified items.

B.

Definitions:
1.

The manner of specification shall determine whether a submittal shall
be considered a substitution, to be accepted or rejected according to
criteria stated in this section.
a.

Where specification is by manufacturer's trade name or model
designation, item which bears different trade name or model
designation will be considered a substitution.

b.

Where specification is by reference to standards of trade,
industry, or governmental organizations, item not in compliance
with standards referenced will be considered a substitution.

c.

Item which does not conform with descriptive, performance, or
dimensional requirements shown or noted will be considered a
substitution.

d.

Where specification is by combination of descriptive material,
reference to standards, performance criteria, or manufacturer's
trade names and there are discrepancies or conflicts between
requirements specified, the Architect reserves the right to
consider item a substitution which fails to satisfy one or more
requirements of the specification. Bidders who discover such
discrepancies should request clarification by addendum during
the bidding period.

2.

"Or-Equal". products will be submitted in accordance with the
substitution procedures herein to determine if they are in fact equal
to the specified product or system. "Or-Equal" shall qualify as such
where material, product, or system proposed as equal conforms with
descriptive, performance, or proprietary requirements of the
specifications and requirements shown or noted in the drawings. In
determining equals,' the Architects' judgement shall be final and he
reserves the right to consider unequal any material, product, or
system which, though in conformity with Contract requirements,
exhibits features which the Architect deems objectionable even
though not specifically disallowed by the Contract Documents.

3.

Failure by the Contractor to order materials or equipment in a timely
manner will not constitute justification for a substitution.
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1.02 PRODUCT
A.

The term "product" includeS materials,. systems, and equipment. Products
shall be new, undamaged, of the types specified, and furnished in ample
quantities to facilitate proper execution of the work.

B.

An "equal" product is any material, product, thing, or service which is in
all respects equal to the item specified, including, but not limited to,size,
quantity, guarantees, and materials. The final determination of whether
or not a proposed product is "equal" to the specified product rests with
the Architect.
A"substitution" is any material, product, thing, or service which may or
may not be equal, as determined by the Architect, in all respects to the
specified item but which is proposed by the Contractor to be used in, lieu
of the specified item.

D.

Where available, provide standard products or types which 'have been
produced and used previously and successfully on other Projects and in
similar applications.

1.03 LIST OF PRODUCTS
A.

Not later than 45 days after the receipt of the Notice to Proceed, provide
a list to the Owner's Representative showing the names of the manufacturers proposed to be used for each of the products identified in the
Specifications, including substitutions and, where applicable, the name of
the installer.

B.

The Architect will reply, in writing, to the Contractor stating whether after
due investigation they have reasonable objection to any such proposal.
If adequate data on any proposed manufacturer or installer is not available,
the Architect may state that action will be deferred until the Contractor
No reply by the Architect shall not constitute
provides further data.
waiver of any requirement..

C.

Up to and until 60 days after the date of the Notice to Proceed, the
Owner's Representative and the Architect will consider the Contractor's
formal requests for substitutions in place of the specified items under the
conditions set forth in this Section, assuming the item was . listed in
Paragraph A above. No requests will be considered after 60 days after
the Notice to Proceed except as specified in this Section.

1.04 CONTRACTOR'S OPTIONS

A.

The Contractor has the following options:
1.

For products specified only by reference standards, select any product
meeting those standards, by any manufacturer.

2.

For products specified by naming several products or manufacturers,

SAN JOAQUIN GENERAL HOSPITAL

SUBSTITUTIONS
01660-2

Phase 1 B
select one of the specified products or manufacturers or submit a
request, as required by this Section, for substitution, for any product
not specifically named. Where only one manufacturer is specified but
other manufacturers are listed as acceptable, their products shall be
treated as a substitution and submitted in accordance with the
requirements specified in this Section.
3.

For products specified by naming one or more products, but indicating
the option of selecting equivalent products by stating "or equal",
"equal to", "or approved equal", or "equivalent to", submit a request,
as required by this Section, for substitution, for any product not
specifically named.

4.

If it is known that a specified product is not a feasible or acceptable.
selection, notify the Owner's Representative in writing before
proceeding with the purchase of the product.

5.

Where only compliance with an imposed standard, code, or regulation
is required, select any product satisfying the requirement.

6.

Where matching with an existing sample is required, the final decision
whether a proposed product matches the sample satisfactorily is the
Architect's judgement.

7.

Except as otherwise indicated, where Specifications include the
statement "... as selected from manufacturer's standard colors,
patterns, textures..." or words of similar effect, the selection of
manufacturer and basic product (complying with Specifications) is the
Contractor's option, and the selection of color, pattern, and texture
shall be the Architect's selection.

1.05 REQUIREMENTS FOR SUBSTITUTIONS
A.

Products proposed for substitution shall comply with specific performances
indicated and/or specified, and which are recommended by the manufacturer ( in published product literature or by individual certification) for
application indicated. Overall performance of a product is implied where
product is specified with only certain specific performance requirements.

B.

Products proposed for substitution shall have been produced in accordance
with prescriptive requirements, using specified ingredients and components, and complying with specified requirements for fabricating,
finishing, testing, and similar operations in manufacturing process.

C.

A proposed substitution shall not be purchased or installed by the
Contractor without written acceptance from the Architect. Acceptance
of any substitution shall not relieve the Contractor from responsibility for
the proper execution of the work and any other requirements specified in
the Contract Documents.

D.

The Contractor shall be responsible for the effect of a substitution on
related work in the Project, and shall pay additional costs generated by a
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substitution, including the costs of the Architect's additional services and
all costs for OSHPD required approvals and calculations.
E.

The burden of proving that the proposed substitution is "equal" to the
specified product is upon the Contractor and such proof shall include
sufficient factual and comparative data and information necessary to
establish that the requested substitution is equal in quality, utility,
structural strength, mechanical and technical performance, finish,
arrangement of plan, repair and maintenance, compatibility with other
existing or specified items, and any other relevant data.

F.

By making a request for substitution, the Contractor:
1.

Represents that he has personally investigated the proposed
substitute product and has determined that it is equal or superior in
all respects to the specified product.

2.

Represents that he will provide the same warranty for the substitution
that he would have for the specified product.

3.

Certifies that the cost data presented is complete and includes all
related costs under the contract.

4.

Waives all claims for additional costs or schedule impact related to
the substitution which subsequently become apparent.

5.

Will coordinate the installation of the substitute, making sure changes
as may be required for the work to be complete in .all respects.

6.

Represents and certifies that the proposed substitute complies with
The Contractor is solely
all applicable regulatory requirements.
responsible for securing regulatory approvals for substitutions and will
coordinate through the Architect for items requiring OSHPD approval.

7.

To pay all OSHPD and AE costs for reviewing the substitute product
specified herein.

.
G.

Adjacent materials have. been designed and detailed to accommodate the
If one of the other
established standard manufacturer's products.
approved manufacturers is selected by the Contractor, the Contractor shall
design and detail all changes in all adjacent materials necessary to
accommodate the selected products, shall submit such changes for review
by the Architect, shall pay for all changes to the Contract Documents
(including AE fees) to accommodate the selected products, and when
approved shall make such changes to the work at no cost to the .

H.

Substitutions will not be considered if:
1.

They are indicated or implied on shop drawings or product data
submittals without formal request submitted in accordance with this
Section.
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will

require

substantial revision of the Contract

2.

Acceptance
Documents.

3.

The proposed product is inferior to the specified product as judged
by the Architect.

4.

Request does not include sufficient data for the Architect to make a
reasonable judgement regarding the acceptability of the proposed
substitution.

5.

Proposed substitutions increase the cost of work or contract time.

1.

The Architect will be judge of the acceptability of proposed substitutions,
and his determination will be final.

J.

Approval of a substitution shall not relieve the Contractor from responsibility for.the proper execution of the work and other requirements of the
Contract Documents.

K.

If a substitution is rejected, provide the product originally specified.

1.06 REQUESTS FOR SUBSTITUTIONS
A.

Submit four copies of a •,rvritten. request for a substitution and data
substantiating the request to the Owner's Representative in enough
advance notice to allow a thorough evaluation by the Owner's Representative and the Architect. Use the form at the end of this section. Each
request shall include the following:
1.

Complete technical data of all characteristics of the originally specified
item, including drawings, seismic anchorage calculations, reference
standards, performance specifications, cost data, samples, and test
reports of the product proposed for substitution. Submit additional
information if requested by the Architect. Annotate the specific
salient characteristics which are being compared to those of the
originally specified item. The mere submission of catalog cuts and/or
See the
other data without the annotation is not acceptable.
following paragraph which requires line-by-line comparison.

2.

Data similar to that specified for the item for which the substitution
is proposed. Include a line-by-line comparison of characteristics
between specified item and proposed substitute documenting equal
status. Highlight by underlining or other means characteristics that
are different from those of the specified item. Equivalency will be
based on salient characteristics as determined by the Architect.

3.

Effect on the progress schedule.

4.

Complete breakdown of costs indicating the cost amount to be added
to or deducted from the Contract Sum if. the proposed substitution
(Items found to meet "equal" requirements by the
is accepted.
Architect will not be considered for an add or deduct to the contract.
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However, cost breakdowns will be submitted.)

5.

Certification by the Contractor that the proposed substitution is in
compliance with the Contract Documents and applicable regulatory
requirements.

6.

List of other work, if any, which may be affected by the substitution.

7.

Availability
materials.

8.

Samples, if requested, of both the originally specified product and the
proposed substitute product.

9.

Name and address of similar Projects on which the proposed
substitute product was used. Include name, address, and telephone
numbers of the and the Architect for each Project.

of maintenance service and source of replacement

10. Sample of standard form of guarantee or warranty offered by the
manufacturer for the substitute product proposed.

1.07 REQUESTS FOR SUBSTITUTIONS AFTER TIME SPECIFIED
A.

No substitutions of materials, products, or equipment will be considered
after the time described in the above paragraphs unless the specified
material cannot be delivered or incorporated into the work in the time
allowed due to conditions beyond the control of the Contractor.

B.

The Contractor shall reimburse the Owner's cost for additional services
required by the Owner's Representative and/or the Architect to review and
process substitutions.

C.

Written requests for substitutions shall include reasons for the request,
proof that delivery is impossible, complete description and data of the
proposed substitute necessary for a complete evaluation of costs,delivery
time, and other necessary information.

D.

Costs of delays which could have been avoided by the timely submission
of requests for substitutions shall be borne by the Contractor.

1.08 SUBSTITUTION PROCESSING
E.

Submit substitutions with a Request for Information form provided by the
Owner's Representative. Follow the request for information processing
requirements. In addition, maintain a Request for Substitution log which
the RFI number, description, the date
will indicate the following:
submitted to the Architect, the date required for return, the date returned
from the Arr:hitect, and comments. This log will be reviewed at the
Response time for substitutions by the
weekly progress meetings.
Architect will be no less than 30 days. Do not submit as a submittal.

1.09 REQUEST FOR SUBSTITUTION FORM ( attached) will be submitted with a RFI
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form.
1.10 DOCUMENTATION
A.

The Contractor shall support his proposal with sufficient information, test
data, certificates, samples, or other means to permit the Architect's
making fair, equitable, and informed judgements.

B.

The burden of proof that a substitution is equal or otherwise acceptable
shall be upon the Contractor. The Architect may withhold or refuse
approval for reason of insufficient documentation. The Architect may also
require additional tests and inspections for which cost the Contractor shall
be responsible.
Where agencies such as State Fire Marshal or International Conference of
Building Officials exercise jurisdiction over use of specific material or
method, the Contractor shall submit calculations, designs and certification of their approval of proposed substitution. If the Office of Statewide
Health Planning and Development has jurisdiction, the Contractor will.
coordinate through the.Architect and receive approval from OSHPD prior
to receiving the Architect's approval.

1.11

THE CONTRACTOR'S RESPONSIBILITY FOR ACCEPTED SUBSTITUTIONS
A.

Acceptance of substitutions shall not relieve the Contractor from
responsibility for complying with requirements of the Contract Documents.

B.

The Contractor shall be responsible for changes in other parts of the work
occasioned by his substitutions and shall bear their expense, including the
cost of the Architect's additional services.

1.12 THE ARCHITECT'S REVIEW
A.

The Architect, acting as the Owner's designated agent for design of this
project, shall be the sole judge of whether the Contractor's proposed
substitution is equal and shall make his judgement in accordance with the
following criteria:
with

description

or

1.

Whether substitution proposed conforms
performance specified;...

2.

Whether substitution proposed is equal in quality;

3.

Whether substitution proposed is comparable in appearance and
artistic effect where these are considerations;

4.

Whether substitution proposed affords comparable operation, maintenance, and performance;

5.

Whether substitution proposed will provide equal longevity and service
under conditions of climate and usage;
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B.

-6.

Whether substitution proposed will fit into space allocated or operate
from mechanical or eiectrical services provided without necessitating
changes in details and construction of related work;

7.

Whether substitution proposed is otherwise in the 'Owners interest,
offering advantages in cost and time.

A determination by the Architect that the Contractor's proposed
substitution is not equivalent for any single characteristic, figure, or quality
as described in the above is sufficient ground for rejection.

PART 2 - PRODUCTS
Not used.
PART 3 - EXECUTION

Not used.
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1.09
REQUEST FOR SUBSTITUTION FORM
Request No.
Date:
Project:
Contractor:
Subcontractor:
Specification Section:
General Description of Substitute Item:

Specified Item:

Reason for Substitution Request:

A.

By making this request for substitution, the Contractor:
1.

Represents that he or she has personally investigated the proposed
substitute product and certifies that it is equal or superior in all respects
to the specified product.

2.

Represents that. he or she will provide the same warranty for the
substitution that he would have for the specified product.

3.

Certifies that the cost data presented is complete and includes all related
costs under the Contract.

4.

Waives all claims for additional costs or schedule impact related to the
substitution which subsequently become apparent, regardless of trade or
project component affected.

5.

Will coordinate the installation of the substitute,. making changes as may
be required for the work to be complete in all respects.

6.

Represents and certifies that the proposed subs,;'u-te complies with all
applicable regulatory requirements. The Contractor is solely responsible
for securing reaulatory approvals for substitutions.

7.

Meets OSHPD approval.
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This request includes the following information (see attachments and
B.
enclosures):
1.

Complete tecnnical data ol all characteristics of the originally specified
item, including drawings, reference standards, performance specifications,
cost. data, samples, and test reports of the product proposed for
substitution. Additional information will be submitted if requested by the
Architect and/or its consultants (see Attachment No.
J.

2.

Data similar to that specified for the item for which the substitution is
proposed (see Attachment No.

3.

A line-by-line comparison of characteristics between specified item and
proposed substitute documenting equivalent status. Characteristics that
are different from those of the specified item are noted by highlighting or
other means (see Attachment No.

4.

Effect on progress schedule (see Attachment No.

5.

Complete breakdown of costs indicating the cost amount to be added to
or deducted from the Contract Sum if the proposed substitution is
accepted (see Attachment No.

6.

List of other work, if any, which may be affected by the substitution (see
Attachment No.

7.

Availability of maintenance service and source of replacement materials
(see Attachment No.

8.

Sample of both the originally specified product and the proposed
substitute product (see Attachment No.

9.

Names and addresses of at least four similar projects on which the
proposed substitute product has been in service for at least two years
following final acceptance of each project by the project's Owner and
Clearly documented dates shall show compliance (see
Architect.
Attachment No.

).

10. Sample of standard form of ouarantee or warranty offered by the
manufacturer for the substitute product proposed (see Attachment No..
11. The Contractor certifies that the proposed substitution is in compliance
with the Contract Documents and applicable regulatory requirements or
has received OSHPD approval.
Documentation demonstrating code
compliance (see Attachment No.

C.

Certifying Signatures (type in names, titles, and dates):
CONTRACTOR
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Signature:
Name/Title/Company:
Date:

SUBCONTRACTOR
Signature:
Name/Title/Company:
Date:
MANUFACTURER (where required)
Signature:
Name/Title/Company:
Date:

END OF REQUEST FOR SUBSTITUTION FORM
END OF SECTION
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E C U T I V E S U M M A RY

When hiring a team to design and construct a building todav, there are many different ways to structure the work. Within the
building industrv, conventional methods are being challenged by clients and consultants alike in attempts to save time,
spend less money, reduce litigation, create less conflict or heighten the buildings qualitv. While minor variations make each
working arrangement unique, the major dctferences fall into one of tbree categories: traditional methods, construction
management and design-build.
Each of these project delivery options-that cs, how the various individuals organize their participation and responsibilities to complete a building project-creates certain advantages and has potential limitations. In the case of each project, the relative
merits of the employable delivery svstems must be evaluated. The methods can be characterized by various means. most clearly by the number of central players: design-bid-build and negotiated select team have three, construction management tbree or
four, design-build two, and bridging three. This executive summary outlines the key characteristics, phases, uses and relationships that distinguish one project delivery option from another and that are described extensively in the subsequent chapters of
the Handbook on Project Delivery. For an overview of all delivery methods, please see the project delivery matrix on the last
page of the executive summary.

A. TRADITIONAL METHODS

Most building projects follow a traditional model in which an owner hires an
architect at the beginning of the process to develop a design and prepare the
documents needed to build it. According to convention, the owner also hires
a general contractor under a separate contract to construct the building. The
owner has a separate contract with each of the two. parties, who then act in
the owner's interest. The architect is paid a fee proportional to the services
delivered, while the contractor's compensation is typically built into the cost
of construction. Because it is the most frequently employed option, designbid-build begins the survey of project delivery and serves as a reference point
for all other methods. Negotiated select team, on the other hand, has the same
contractual relationships as design-bid-build, but the contractor comes on
board much earlier in the project and the process is much less formal.
A I. Design-Bid-Build
owner

The most common form of project delivery. design-bid-build, is characterized
by its three phases, by its independent contracts between the architect and
the owner and the contractor and the owner, and by the linear sequencing of
the work. There are three prime players: owner, architect and contractor.

designer ^ builder

contrlcts

--

- Communications

Executive Sttmmarv
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Process: The typical process involves three phases: First, the owner engages the
architect to design and prepare construction documents for the project. Second,
those documents are used for construction bidding, a contractor is selected and cost
commitments made. Third, the owner hires the contractor to build the project.
Use: This method is the conventional one, and is common to all types of undertakings, oarticularly those initiated by public clients with legal requirements to select
a low-bidding contractor. Its principal advantages are: its widespread use and
familiarity, the clear roles assigned to each party, the thorough determination of
design prior to construction, and its linear process, which is easy for owners to
manage. Disadvantages are related to the linear phasing: It is considered a lengthy
process, the separation of design and construction restricts useful communication,
and change orders and delay claims are more likely than in other methods.
A2. Negotiated Select Team
owner

This delivery option, sometimes called design-assist, has evolved from design-bidbuild in which there are separate contracts for design and construction. At the

designer

builder

beginning of the project, the owner selects an architect and a contractor with whom
fees are negotiated. The three prime players, owner, architect and contractor, work

con[racts

------ communications

together cooperatively from very early on in the design process.
Process: The negotiated select team process typically involves three phases. First,
the owner informally selects an architect to design the project and a contractor to
build it, each under separate contract. Design and documentation are completed by
the architect with input from the contractor, who often provides scheduling, cost
estimating, phasing and systems evaluation. Second, when design is complete, the
final construction cost is negotiated through bids from subcontractors, and third,
the contractor builds the project.
Use: This method is common among private-sector projects, experienced owners and
those owners, architects and contractors who work together regularly. Its principal
advantages are: a cooperative team approach to the process, the availability of construction expertise during the design phase, a reduction in the inherent adversarial
relationships between design and construction and less potential for litigation. The
primary disadvantages of using a negotiated select team are related to its relative
informality: Without competitive bidding from the general contractor, owners may
question whether they have an economical construction price. Also, an ambiguity of
roles, responsibilities and phasing can confuse the process.

B. CONSTRUCTION MANAGEMENT

Construction management is a broad term covering a variety of project delivery
scenarios in which a construction manager is added to the building team to oversee
such elements as schedule, cost, construction, project management or building technology. A construction manager (CM) may be trained in that field or may be an
architect, contractor, engineer or developer; however, construction management is
not a licensed activity in most states. CMs can serve in different capacities with
varying degrees of authority, depending upon how the project is structured. A fee is
paid to the construction manager relative to the services to be performed, which
range from advising during a particular phase of the building process to acting as the
owners agent in all matters. Construction management is appropriate for both public
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and private projects that are relatively complex,. for which budget or schedule must
be closely monitored, and those requiring extensive coordination of consultants or
subcontractors.
B I. Construction Manager as Advisor

This project delivery option is characterized by the additional consultant brought to
the building team, a construction manager who acts as an advisor to the owner. The
authority given the CM-advisor varies, but the architect and contractor generally
maintain their conventional roles. There are four prime players with this method:

®

owner, construction manager, architect and contractor.
Process: The process typically involves four phases, adding the CM-advisor to the
team either at the outset of the project or once design is complete. First, the owner

designer ^ builder
contracts

------ communications

contracts with an architect to prepare the design and construction documents. When
hired in this phase, the CM-advisor will oversee design in terms of its implications
for cost, schedule and constructability. Construction documents are then used for
construction bidding or negotiation; a contractor is selected with the advice of the
construction manager, and cost commitments are made. Finally, the owner hires the
contractor to build the project. The construction manager stays on as advisor
through the completion of construction.
Use: Since this method adds a consultant and the associated fee, it is more appropriate for large, complex projects than those that are relatively small and simple. Public
owners can select a CM-advisor based on qualifications. Private owners experienced
in construction may use independent contracts with each of the primary parties to
the building project. A CM-advisor is also appropriate for owners who want to hire
an architect and contractor directly but who do not have the time or in-house expertise to oversee the building process. The principal advantages are the direct
contractual relationships with the owner, careful monitoring of costs and schedule,
and the continuous oversight throughout a linear process that is easy for owners to.
manage. Disadvantages include the added cost of an additional consultant, the confusion of traditional roles, the relatively lengthy process and more complex
relationships.
B2. Construction Manager as Agent
owner

This delivery option is characterized by the addition of a construction manager
with powers of the owner, allowing the owner to step back from the project. Like
advisory CMs, those acting as the owner's agent are hired for their expertise in

manager

construction, technology, costs, scheduling and constructability. Because CN1-agents
assume financial authority for the project, they must also have experience managing
all fiscal aspects of a project. There are four prime players: owner, construction manager, architect and contractor.

designer ^ builder
contracts

------ communications

Process: The typical CM-agent process involves four phases. First, the construction
manager is hired by the owner to act as his or her agent and to oversee all project
activities through the completion of construction. Second, the architect is brought
on board, and contracts through the construction manager. Design of the project and
construction documentation occur. Third, the project is bid or negotiated to select a
general contractor, who also contracts through the construction manager. Cost commitments are made at this stage. Fourth, the contractor builds the project.

Executive Summary
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Use: This method, while infrequently employed, is appropriate for absentee owners
and private owners who do not intend to be involved in the day-to-day responsibilities of design and construction processes. Its principal advantage lies in giving such
owners, as well as others working on the project, a single point of responsibility.
Since the process is similar to the traditional design-bid-build, it is easy to track by
owners, and the management expertise of the owner's agent can shorten the project
time line. This method has certain disadvantages: direct communication is suppressed between owner and the architect or contractor, the added consultant
represents an increase in costs and time in selection, and overlapping roles can be
complicated.
B3. Construction Manager as Constructor
owner

In this delivery method, the construction manager is hired prior to the completion
of design to act as the project coordinator and general contractor. Compared to other
options, this method is contractually similar to design-bid-build. has the advisory

designer

benefits of CM-advisor, and involves the early cost commitment characteristic of
design-build. The CM-constructor may be hired by bid to deliver the building for a
multiple prime
contractors
contracts

------ communications

guaranteed maximum price or by creating multiple bid packages. In either case, the
.construction manager assumes all the liability and responsibility of the general contractor, which explains why the method is also known as construction manager at
risk. There are three prime players: owner, architect and construction manager.
Process: The typical CM-constructor process involves three phases. First, the owner
contracts with the architect for the design of the project. When design is about 30
percent complete, scope-of-work documents are prepared. Second, based on those
documents, the project is bid in order to select the CM-constructor. Third, the
owner hires the CM-constructor to advise during preconstruction and to build the
project. When construction documents are complete, the CM-constructor generally
will rebid some or all of the construction to other contractors.
Use: This method is common among owners for whom cost, schedule or construction is expected to be complicated to manage, as when a project will be fast tracked.
The principal advantages are the initial focus on design issues, construction advice
during the design process, careful oversight of costs and schedule. early cost commitments, and opportunities to shorten the overall project schedule. Disadvantages
include the potential for adversarial relationships, change orders and delay claims
from low bidding prime or trade contractors and the reduced ability of the owner to
control construction quality.

C. DESIGN-BUILD

Design-build is a form of project delivery in which owners contract with a single
entity, the design-builder, to provide both design and construction services. The
design-build entity may be a single firm, a consortium of experts or a joint-venture
undertaking. Typically, the team includes an architect and a contractor, who may be
partners in the undertaking or one a subcontractor to the other. Although contractors more commonly head the design-build team, architects who maintain necessary
bonds can also serve this function. Principal advantages of design-build are the single point of responsibility and the potential to collapse otherwise independent
phases and therefore save valuable_time. It should be noted that design-build is not
legal for public work in some states.
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C i . Design=Build
owner

Design-build is characterized by the single point of responsibility for the project.
The design-build entity is responsible for both design and construction services
under one contract, so there are just two prime players: the owner and the designbuilder. This method is the most commonly employed form of design-build.
Process: Once preselection materials have been prepared, the typical design-build
process involves two key steps: design and construction. Design is completed by
the architect who leads, contracts with, or is part of the design-build entity. Construction is also the responsibility of the design-builder. An early cost commitment

designer

builder

contracts

------ communications

generally is made during the design phase in the form of a guaranteed maximum
price.
Use. This method is common for projects that need to move swiftly. It is most effective when the project is clearly defined at the outset but may be relatively complex,
requiring extensive coordination of consultants and subcontractors. The principal
advantages are that the single point of responsibility minimizes the owner's risk,
reduces the likelihood of change orders and reduces construction delays. The primary disadvantages are the method's complexity (particularly for owners with less
experience), the lack of direct connection between the owner and the architect, and
the potential for cost-saving strategies to erode design and construction quality.
C2. Design-Build by Developer
owner

The design-build by developer delivery option incorporates the functions of design
and construction, but in addition the design-build entity takes on some responsibilities of real estate development. Also known as turnkey construction or sale-lease
back, this method is characterized by the legal transfer of title to real property. It is
distinct from speculative development because an owner initiates the process and
contracts for services with the DB-developer. There are two prime players: the
owner who initiates the project and will purchase it upon completion, and the
design-builder.

designer ^ builder :

contracts

------ communications

Process: As with design-build, the typical process has two phases, design and building. The owner prepares preselection materials and contracts with the DB-developer
team. In many cases, the design-builder helps put the development deal together,
acquires land, obtains financing and gains entitlements. The DB-developer then
designs the buildings and completes construction. Costs are managed throughout
the process, and the predictability of project costs are very good since cost commitments are normally made early in the design phase. The design-builder maintains
and operates the building long enough to ensure that all systems are functioning
properly, and then transfers legal title to its intended owner.
Use: This method is appropriate for public and private owners who do not intend to
take financial responsibility for the project until it is complete, for firms taking an
entrepreneurial stance in the building industry, and for projects that can be clearly
defined at the outset and that need to be completed as quickly as possible. The principal advantages are minimal financial and legal risk on the part of the owner, early
guarantee of construction costs, single point of responsibility, and shortened overall
schedule. Its principal disadvantages stem from the lack of direct owner participation,
its complexity (particularly for less experienced owners), and the difficulty of preparing adequate preselection materials, including quality and performance standards.
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C3. Bridging
Bridging is characterized by the merging of design-bid-build with design-build.
With bridging, the owner hires an architect to define the preliminary design and
performance specifications of the project, and serve as the owner's representative
during the length of the project. After arriving at a well developed proposal, the

EUM
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documents are used to solicit bids from design-build entities to execute the project.
The design-builder completes design documentation, acting as the architect of
record, and after a final price review, construction begins. There are three prime

contracts

------ communications

players: the owner, owner's architect and, later, the design, builder.
Process: There are four phases in the typical bridging process. First, the owner hires
an architect for preliminary design of the project and to complete a bidable combination of drawings and performance specifications called scope-of-work documents.
Second, the project is bid or negotiated in order to select the design-build team that
will complete design documents and construction. Cost commitments are established when the design-builder is brought on board. Third, the design-builder's
architect completes the design and becomes the architect of record. Fourth, the
design-builders contractor builds the project.
Use: This method is common among public and private owners who wish to maintain the advantages of contracting with an architect while gaining advantages
associated with design-build, and who also intend to engage in competitive bidding.
Its principal advantages include: focused attention to design issues, competitive bidding and single point of responsibility during design documentation and
construction. The disadvantages of bridging are its complexity, the need for more
extensive management by the owner, possible conflicts between the owner's architect and the design-builder, and the potential for short-term cost-saving strategies to
outweigh building and` construction quality.

These descriptions briefly summarize eight basic options available to owners, architects,
contractors and construction managers as they organize the work of undertaking a building
project. The source for this material, the Handbook on Project Delivery (AIACC, 1996),
includes extensive information that is organized to permit ready comparison between
options. The choice of proiect delivery methods has become a significant factor in the building industry; the handbook offers guidelines for making such choices.
For more information on the ADAPT program or the Handbook on Project Delivery, please
contact project directorJulie Thompson:

AIA California Council
1303 J Street. Suite 200
Sacramento, CA 95814
9161448-9082
916/442-5346 fax
E-mail: A11CC@aol.com
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Article 2: Administrative Code

Exhibit A-4

Division 33: Design-Build Contracts
("Design-Build Contracts"
added 4-12-1999 by 0-18631 N.S.)

§22.3301

Purpose and Intent
The purpose of this Division is to provide definitions and guidelines for the award,
use, and evaluation of desian-build contracts.

("Purpose and Intent" added 4-12-1999 by 0-18631 N.S.)
§22.3302

Definitions
All defined terms in this Division appear in italics. For the purposes of this Division,
the following definitions apply:
"Desian-Build" means a public works contract procurement method in which both the
design and construction of a project are procured from asinQle entity.
"Desian-Build Entity" means a partnership, corporation, or other legal entity that is
able to provide appropriately licensed contracting, architectural, and engineering
services as needed.
"DesiQn-Build Entity Member" includes any person who provides licensed contracting.
architectural, or engineering services.
("Dejucitions" added 4-12-1999 by 0-18631 N.S.)

§22.3303

Design-Build Procurement
For purposes of this Division only, prior to procuring a Design-Bui-ld public works
contract, the City shall prepare a request for proposal setting forth the scope of the
project that may include, but is not limited to, the size, type, and desired design
character of the buildings and site, and performance specifications. The performance
specifications shall describe the quality of construction materials, assemblies, and other
information deemed necessary to adequately describe the City's needs. The
performance specifications shall be prepared by a design professional designated by the
Citv.

("DesiQn-Build ProcirrenielTt" added 4-12-1999 by 0-18631 N.S.)
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(6-2000)

§22.3304

Competitive Prequalification and Selection Process
The City may establish a competitive prequalification and selection process for
Desian-Build Entities that specifies the prequalification criteria, as well as recommends
the.manner in which the winning entity will be selected. Nothing in this Division
precludes a Design-Build contract from being awarded to a Sole Source, if, in advance
of the contract, the City Manager certifies in^writing the Sole Source status of the
provider.
("Competitive Prequalification and Selection Process" added 4-12-1999 by 0-18631
N.S.)

§22.3305

Prequalification Criteria
Prequalification may be limited to consideration of all or any of the following criteria
supplied by a Design-Build Entity:

Ch.
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(a)

Possession of all required licenses, registration, and credentials in good
standing that are required to design and construct the project.

(b)

Submission of documentation establishing that the Design-Build Entity
members have completed, or demonstrated the capability to complete, projects
of similar size, scope, building type, or complexity, and that proposed key
personnel have sufficient experience and training to competently manage and
complete the design and construction of the project.

(c)

Submission of a proposed project management plan establishing that the
Desi^n-Build Entity has the experience, competence, and capacity needed to
effectively complete the project.

(d)

Submission of evidence establishing that the Design-Build Entity has the
capacity to obtain all required payment and performance bonding, liability
insurance, and errors and omissions insurance, as well as a financial statement
assuring the City that the DesiQn-Build Entity has the capacity to complete the
project.

(e)

Provision of a declaration that the applying members ofthi-- Design-Build
Entity have not had a surety company finish work on any project within the
past five years.

(f)

Provision of a declaration providing detail for the past five years concerning all
of the folloxin2:

'
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(1)

Civil or criminal violations of the Occupational Safety and Health Act
a^ainst any member of the Design-Build Entity.

(2)

Civil or criminal violations of the Contractors' State License Law
against any member of the Design-Build Entity.

(3)

Any conviction of any member of the Design-Build Entity of submitting
a false or fraudulent claun to a public agency.

(4)

=
Civil or criminal violations of federal or state law governing the
payment of wages, benefits, or personal income tax withholdina, or of
Federal Insurance Contributions Act (FICA) withholding requirements,
state disability insurance withholding, or unemployment insurance
payment requirements against any member of the Design-Build Entity.
For purposes of Section 22.3305(f)(4), only violations by a DesignBuild Entity Member, as an employer shall be deemed applicable,
unless it is shown that the Design-Build Entity Member, in his or her
capacity as an employer, had knowledge of a subcontractor's violations.
or failed to comply with the conditions set forth in Section 1775(b) of
the State Labor Code.

(5)

Civil or criminal violations of federal or state law against any DesiPnBuild Entity Member governing equal oppoitunit}• employment,
contracting or subcontracting.

Provision of a declaration that the Desian-Build Entity will comply with all
other provisions of law applicable to the project. The declaration shall state
that reasonable diligence has been used in its preparation and that it is true and
complete to the best of the signer's knowledge.
("Prequalificcitiai Criteria" added 4-12-1999 by 0-18631 N.S.)

(g)

§22.3306

Documentation of Outreach Programs
The Design-Build Entity shall provide documentation of its subcontractor and
employment outreach program to all subcontractors in the required disciplines of the
project.
("Documentation of Outreach Progranns" added 4-12-1999 by 0-18631 N.S. )

§22.3307

False Declaration Unlawful
It is unlawful to submit any declaration under this Division containing any material
matter that is false.
C. Art. Div.

2

2

33

Chapter 2: Government

San Diego Municipal Code
(6-2000)

("False Declarnriot: Unlai^jul" added 4-12-1999 by 0-18631 N.S.)

522.3308 '

Selection Method
The City shall select one of the Mowing methods as the process to be used for the
^
selection of the winning, entity:
(a)

(b)

Ch.

Art

Civ.

2

2

33

A Design-Build competition based on performance, specifications, and criteria
set forth by the City in the request for proposals.
(1)

Criteria used in this form of evaluation of proposals may include, but
not be limited to, items such as proposed design approach, initial •
and/or life-cycle costs, project features, financing, quality, capacity,
schedule, and operational and functional performance of the facility.
However, any criteria and methods used to evaluate proposals shall be
limited to those contained in the request for Design-Build proposals.

(2)

Any architectural firms, engineering firms, speciality consultants, or
individuals retained by the City to assist in the development of criteria
or preparation of the request for proposals shall not be eligible to
participate in the competition with any Design-Build Entity.

(3)

Award shall be made to the Desi^n-Build Entity whose proposal is
judged as providing best value meetinQ the interests of the City and
meeting the objectives of the project. ^

A Design-Build competition based on program requu•ements, performance
specifications, and a preliminary design or combination thereof set forth by the
City in the request for proposals. Limited drawings and specifications detailing
the requirements of the project may accompany the request for proposals.
(1)

The City shall establish technical criteria and methodolocry, including
price, to evaluate proposals and shall describe the criteria and
methodology of evaluation and selection in the request for
Design-Build proposals.

(2)

Any architectural fu-ms. engineering firms, specialty consultants, or
individuals retained by the City to assist in the preparation of the
prelirrtinary design or request for proposals shalil not be eligible to
participate in the competition with any Design-Build Entity.

Chapter 2: Government
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(3)

(c)

Award shall be made to the Design-Build Entity on the basis of the
technical criteria and methodology, including price, whose proposal is
judged as providing best value in meeting the interests of the City and
meeting he objectives of the project.

A Design-Build competition based on program requirements and a detailed
scope of work, including any preliminary design drawings and specifications
set forth by the City in the request for proposals.
(1)

Any architectural firms, engineering firms, speciality consultants, or
individuals retained by the City to assist in the preparation of the
preliminary design or request for proposals shall not be eligible to
participate in the competition with any Design-Build Entity.

(2)

Award shall be made on the basis of the lowest responsible and reliable
bid.

A "Sole Source" award as otherwise allowed by law.
(d)
("Selection Method" added 4-12-1999 by 0-18631 N.S.)
§22.3309

Work Listing
The City recognizes that the Desian-Build Entity is charged with performing both
desian and construction. Because a Design-Build contract may be awarded prior to
the completion of the desi;n, it is often impracticable for the Design-Build Entity to
list all subcontractors at the time of the award.
(a)

It is the intent of the City to establish a clear process for the selection and
award of subcontracts entered into pursuant to this Division in a manner that
retains protection for subcontractors while enabling Design-Build project to be
administered in an efficient fashion.

(b)

All of the following requirements shall apply to subcontractors, licensed by the
state, that are employed on Design-Build projects undertaken pursuant to this
Division.
(1)

The Design-Build Entity in each Desi-n-Build proposal shall specify
the construction trades or types of subcontractors that may be named
as members of the DesiQn-Build Entity at the time of award. In
selecting the trades that may be identified as members of the DesignBuild Entity, the Design-Build Entity shall identify the trades deemed
essential in the design considerations of the project. All subcontractors
c".
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that are listed at the time of award shall be afforded the protection of
all applicable laws.
(2)

All subcontractors that were not listed by the Design-Build Entity at
the time of award in accordance with Section 22.3309(b)(1) shall be
performed and awarded by the Design-Build Entity, in accordance
with a bidding process set forth in the Design-Build package.

("tVor.,'- Listing') added 4-12-1999 by 0-18631 N.S.)
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As design/build and other single-source project delivery teams become more prevalent,
the Joint Committee of the The American Institute of Architects (AIA) and Associated
General Contractors (AGC), with comments by the Design/Build Teaming Agreement
Industrywide Coalition, have produced a checklist to promote valuable and timely
discussion of key points of departure between the design and construction partners within
a single-source team, regardless of leadership structure. Although this is not a comprehensive checklist for every team in every configuration, it is the hope of the AIA, AGC,
and the Coalition that this will be a` jumping o$" point for teams looking into a
partnering arrangement.
This document can be a valuable team-building tool for all single-source project delivery
team contract scenarios. Although design/build is the term that most often is used describing single-source project delivery it should be understood that this document can be
helpful in many other delivery methods such as construction management (CM), CM
agent, CM/GC, or project management approaches.
Much of the value of this tool is in the process itself. The inherent respect and understanding gained by the team members for each other's process and expertise can be the
most valuable by-product of the process. The cohesiveness of the team will surely be
tested at some time during the project, and this exercise tends to strengthen the team's
group problem-solving skills while addressing issues that will reduce the probability of
the problems arising in the first place.
This document is intended to be used as a primer checklist for team building and negotiation, however, it is not an all-encompassing document. Each individual project and
different teaming configuration will produce unique variations and issues.
Numerous issues regarding the ability for the team to compete and successfully obtain
the project must be explored. Prior to the competition process, many items such as the
following need to be discussed and resolved.
•
•
•
•
•
•
•
•

Team selection and corporate cultural values
Legal considerations
Getting the job
Risk management
Value engineering
Financial considerations
Definition of roles
Owner's considerations.

The AIA and AGC express their deep appreciation to members who devoted their time
and expertise to developing these guidelines. Of special note are Brad Buchanan, AIA,
and Ed Haselden, AGC.

Team Selection/Cultural Values
Sufficient time should be expended between the design/build team members to.assure that the cultural
values and corporate philosophies of the companies are compatible with one another In many cases,
the answer to the correct team selection criteria rests with gut instincts and intuitive feelings on the
part of the principals within the companies. The partners within the firms should make sure that there
are no conflicts of interest and that there are clear, defined problem-solving techniques and criteria for
dispute resolution, and they should engage in either formal or informal partnering sessions, as necessary, to ensure a compatible, cohesive joint existence.

Considerations

q

Is this the right team?

q

Will we sign a teaming agreement?

q

Who will sign a teaming agreement?

q

Have all necessary parties been included
in the teaming discussions?

q

Who will be the team leader?

q

What questions should you ask of one another
prior to entering into any written agreement?

q

Why does each member of the design/build
team need the other members?

q

Are there mutually beneficial levels of experience
by size and category?

q

Are the groups technologically compatible?

q

Are both members. competent to compete?

q

Does either member have any previous history
with the client? Or with each other?

q

Are there other agendas that the individual team
member need to discuss?

q

Additional Notes

Remarks
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Legal-Jurisdictions and
Corporate Structures
The first determination regarding legal relationships or corporate structures is to determine if the team
will be a joint venture or that of a prime contract/subcontract relationship. Either structure can accomplish the same results. It is imperative that a mutually acceptable, unilateral contract be established
between the designer and constructor. Many standard industry contracts exist, including those published by the AIA, AGC, and EJCDC. Many companies have further developed their own custom
contracts to meet their specific needs.

Considerations

q

Changes of law

q

Political risk and governmental interferences

q

Patent infringements and royalties

q

Consideration for price

q

The claims process

q

Dispute resolution

q

Licensing issues and procurement laws

q

Confidentiality issues

q

Alternative venues for dispute resolution such
as arbitration or mediation

q

Termination provisions of the agreements

q

Discussion of what final contract format will be used

q

Additional Notes

Remarks
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Getting the Job
Many issues regarding the marketing process need to be explored as well. These issues include cost of
marketing and who absorbs such costs. Additionally, the team needs to decide upon the basis of its
internal compensation, such as lump sum, cost plus, with or without a guaranteed maximum price,
unit prices, and any shared provisions. It is important to note that a shared savings provision should be
discussed not only with the owner of the project but also regarding shared savings between constructor and the design team member.

Considerations

Remarks

0 Discussion of which member's fee dollars are at
risk and to what extent
0 Risk versus reward for the prime versus the sub
U Discussion of what happens if the team is
unsuccessful
0 Discussion of the extent of required design and
detailing for the proposal phase of the project
q

Overall scope of the agreement

q

Discussion of how the team will handle a potential
"Best and Final Offer"

q

Discussion of individual team staffing that will
work on the projects

q

Discussion of team member exclusivity

q

Discussion of disclosure of any team member conflicts

U Points at which a design/build team member can or
cannot withdraw
q

Discussion of disbursement of fees, stipends, or
honorariums

q

Discussion of final approval process of proposals

q

Additional Notes

3 of 10

Risk Management
Discussions regarding risk within the design/build concept probably is the most evasive issue that
exists within the industry. Many firms form a design/build relationship without giving proper
thought to all of the risks associated. The purpose here is not to define how to deal with the risks
but merely to list possible risks that must be studied and considered.

Considerations
q

Insurance issues

q

Bonding and surety

q

Workers compensation insurance

q

Errors and omissions insurance

q

General liability insurance

q

Design errors and omissions revealed during
construction

q

Revisions to the drawings if the project is over budget

q

Construction defects

q

Third-party litigation

q

Catastrophes

q

Price increases due to inflation

q

The designer's limits of liability and the constructor's
ability, or inability, as the case may be

q

Differing site conditions discovered during the course
of construction

q

Indemnity clauses

q

Pollution coverage

q

Errors and omissions of the design entity

q

Liabilities of the construction entity

q

Definition of standard of care

q

Environmental/pre-existing conditions

q

Responsibilities for liquidated damages to the
constructor and/or to the designer

q

Responsibilities for health and safety issues
on the project

Remarks

(continued)
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Risk Management (continued)

Considerations

q

What happens when a team member fails to fulfill
its obligations?

q

Who covers _ deductibles, if they occur?

q

Automobile and inland marine coverage

q

Additional Notes

Remarks
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Value Engineering
The process of value engineering a design to better confonn successfully to the team's agreed
objectives can be one filled with opportunity and challenge. The successful team knows how to
use the tools available while keeping the project goals in mind.

Considerations
q

Constructibility of the design

q

Applicability to the specific builder's skills and

Remarks

labor force
q

Relationship to budget and schedule

q

Cost issues with respect to document revisions

q

Criteria for evaluating a "value engineered" item

q

Who are the stakeholders in the project, including
all internal and external customers?

q

Do we understand the root causes of this project?

q

Have we identified where the project program
requirements are versus large tolerance?

q

Do we understand the elements that contribute
to costs and why?

q

What do we know as fact? What are we assuming?
Who are the best sources of information?

q

Do we have a good definition of what it means
to achieve best value for this project?

q

Do we understand how to apply risk-management
principles to the design elements?

q

Have we established realistic longevity goals?
Do we have the means to evaluate the life-cycle
costs of the solution?

q

Will we allow time and resources;to adequately test
alternatives that may produce better value? What is
the threshold for acceptable return on these resources?

q

Will we contact a certified value specialist for
assistance early enough?

q

Pre-award value engineering

q

Post-award value engineering

q

Additional Notes
6 of1O

Financial Considerations.
The risks and rewards are many in any design/build relationship.

Considerations

q

Cash flow of the D/B entity

q

Project financing

q

Team financing

q

Sources of capital

q

Accounting responsibilities

q

Payment of taxes

q

Phantom income to the D/B entity; tax burdens
may exist prior to actual profits being distributed

q

Retainage and related effects

q

Risk vs. reward

q

Performance incentives

q

Shared savings scenarios to owner and design/builder

q

Shared savings scenarios to designer/constructor

q

Additional Notes

Remarks

!
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Definition of Roles
The integration of the design and construction process provides tremendous opportunities for greater
value and best solutions; however, this very integration can cause confusion in defining the roles of
the team. members. Extensive discussion regarding these potential scenarios will benefit the entire
team.

Considerations

q

Marketing

q

Site analysis

q

Soft cost management

q

Schematic design

q

Design development

q

Construction documentation

q

Construction administration

q

Bidding and negotiation

q

Interiors

q

Fixture, furniture, and equipment specification

q

Contingency management

q

Pricing package definition

q

Bid package definition

q

Design-phase cost control

q

Permitting

q

Construction-phase cost control

q

Information management

q

Project scheduling

q

Owner communication

q

Planning, zoning, and regulatory agency processes

q

Quality assurance and quality control

q

Remarks

Correction of work responsibilities for both
design and construction

(continued)

8 of 10
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Definition of Roles (continued)

Considerations

Remarks

0 Level of documentation and specification
q

Level of flexibility within the documents and
specifications

q

Definition of the project budget

q

Change orders; who originates and how?
And who pays?

q

Definition of additional architectural, engineering,
and other design professional services

q

Schedule definition:
• Notice to proceed
• Milestone dates
• Date of substantial completion

q
q

Force majeure, including delay claims and costs
Payment processes; draw requests and
associated timelines

q

Tests and inspections

q

Intellectual property issues; ownership of documents

q

Press releases and press communications

q

Claims and litigation

q

Safety

q

Constructibility review

q

Additional Notes
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Owner's Considerations
In a design/build relationship coordinated communication is a must within the project team. Communicating and working with the owner needs to be managed congruently by the entire team by resolving
the following contingencies:

Considerations
q

Remarks

Coordinating the owner's required insurance:
• Builder's risk

• Loss of use and consequential damages
q

Clarification of owner's roles and responsibilities

q

Processes for formal approval and acceptance of
design and major milestones

q

Assurances of owner's financial ability

q

Definition of allowances

q

Definition and management of the owner's
contingency fund

q

Definition of budget and schedule guarantees, if any

q

Award fee

q

Definition of roles with respect to who communicates
to the owner

q

Definition of the point of contact with the owner

q

Owner contractual flow down to prime/sub

q

Additional Notes
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Exhibit B
Concept CIP Phase
•

Each City project starts with a project description and scope developed with the client
department. At this stage, the project is very preliminary, usually developed with a simple
one or two line description. An initial cost estimate is also prepared that is based on
previous City projects aided by the Means Cost Estimating Guide. This information is
prepared by a professional architect or engineer employed by the City of Sacramento
Public Works Department.

•

The projects, with the preliminary description and cost estimate, compete in the City's
Capital Improvement Program (CIP). Project proponents often press for simplicity at this
stage to keep the cost low and thus be more competitive in the CIP. Once a project is
approved by the City Council for planning and design funding, a staff project manager
(professional engineer or architect) is assigned to gather more detailed scope and cost
information.

•

The project manager works with the client department, the community and the council
representative to develop a project program, refine the scope and cost estimate, and begin
the environmental review process for the project. This early project work often identifies.
many proposed additions to the project scope, but usually some design work is needed,
before the project manager is in a position to recommend which scope additions to include
and determine the cost impacts.

•

Design can be done as an individual effort with bidding and construction to follow, or if
deviation from the standard process is authorized by the City Council, the design can be
incorporated as a combination design and construction process. Considering the,
complexities of the project, the required delivery schedule and the availability of staff
resources, the project manager, working with his or her supervisors and senior staff,
prepares a recommendation to the council for a design and construction process.
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Exhibit C
Project Delivery Methods
Type 1.- Design-Bid Method
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Type 3 - Developer Team
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Lot C - Design Assist - Fast Track
4 -3 -2 -1

2

3

4

5

6

7

81

Months
9 10 11 12 13 14 15 1 16 1 171 18T191 201 21F 22 23 24 25 1 26 1 27 28 29

Concept CIP
Select Architect and Engineering Team
ISelect,General -design options priced
Bid - Subcontractor packages bid
[Commence Construction
ISet GuaranteeMax Price

Design Funding
Initial Funding

Construction Fundinq Confirmation

Confirmation

Public Safety - Developer Team - Fast Track
Months
-4

-3

-2

-1

1

2

3

4

5

6

7

-81 - 9 10 11 12 131 14 15 161 17 181 191 ROT 2-1

C.onceptClP
Select Developer- Scope and Price
Desi n- Team designs altematives
Bid - Subcontractor packages bid
Censtruction Commences

I

Initial Funding

Design Funding
Confirmation

Construction Funding Confirmation

22 23 1 24 25 26 1 27 28 29

Exhibit D

Recent Use of Various Project Methods
Projects Utilizing Design Assist
1
Sam Pannell Community Center Phases I
Kinney Police Substation
Sam Pannell Community Center Phases II
Meadowview City Service Center

Sam Pannell Community Center Pool
South Natomas Community Center
Max Baer Clubhouse
Lot C Parking Garage
Southside Park Community Center
Evelyn Moore Community Center
Projects Utilizing Developer/Design
1
History Museum / Police Evidence Warehouse
2 Memorial Auditorium
3 Cal/EPA Building
4 Public Safety Building
5 City Hall Project
Projects Utilizing Design/Build
1
ADA Projects
2 8 Wading Pool Projects

3
4

Cavanaugh Golf Maintenance Barn Building
Haggin Oaks Maintenance Building

Projects Utilizing Design-Bid-Build
1
Cavanaugh Golf Course
2 Convention Center Expansion
3 Waterfall Parking Garage
4 Rooney Police Substation
5
Plaza of Lights
6 Sacramento Riverfront Docks
7 Henshel Park Wading Pool
8 Colonial Heights Wading Pool
9
RobertsonC. C. Wading Pool
10 McClatchy Wading Pool
11 McClatchy Library Improvements

Project Completion
1 month early
1 month early
2 months early
6 months early
1 month early
On schedule
On schedule
On schedule
On schedule

Project Cost
$80,000 under budget
$39,000 under budget
$250,000 under budget
$200,000 under budget
$35,000 under budget

$3.8 million over original est.
On budget

Behind schedule

On budget

On schedule
3 months early
8 months early

On schedule
On schedule

On budget
$78,000 under budget
$8 million under budget
$3 million over original estimate
On budget

On schedule
On schedule
On schedule
2 months early

On budget
$25,000 underbudget
$57,000 underbudget
$39,000 underbudget

8 months late
4 months late
On schedule
3 months late
On schedule
4 months late
2 weeks late
On schedule
On schedule
On schedule
On schedule

liquidated damages assessed
claims settlement
claims settlement
claims settlement

On budget
On budget

On budget
On budget
On budget
On budget
On budget
On budget
$13,000 underbudget

Exhibit E
Priorities in Recommending a Design / Contracting
Process
There are three primary variables in design and construction: Quality, Schedule and Cost.
The four design and construction processes described place different priorities on these three
variables. The priorities for each variable by process is shown in the following table:

Contracting Process
Design-Bid
Design-Build
Design-Assist
Developer-Team

Qualitv
3
3
1
1

Priority
Schedule
2
1
3
3

Cost
1
2
2
2

•

In design-bid, cost is given the top priority with schedule second as the contractor is
selected based on bid price with a schedule established in the bid documents. In designbuild, the design team is selected on a best qualified basis; thus quality is a higher priority
than schedule, but the top priority is still cost since a firm budget is established at contract
award.

•

Design-Assist and Developer-Team both select the contractor on a best-qualified basis and
the design is developed in a collaboration between the designer and the general contractor
giving priority to quality and to cost effectiveness. A budget is established when the general
construction contract is awarded, but final cost are not known until sub-contractor bids are
received. The schedule using these last two processes is usually shorter since design and
construction activities are done concurrently, but the priorities are given to quality and to
cost.

Exhibit F

Rewards and Risks
Design-Bid

Design-Build

Design-Assist

Developer-Team

Rewards
Cost known at contract award
Schedule known at contract award

0
E1

Contractor input to bid documents

0
z
0

Owner receives subcontractor savings

El
0

Q
0

Concurrent design and construction

L^f

C^1

121

Shorter schedule
Best qualified contractors
Few change orders

C^1

0
0

0
Q
21

Reduced probability of claims

El

0

Z

C^1

Q

Price is top priority
Quality is top priority
Cost of scope adds known at contract award

E^1

Risks
Costs increase in rising market
Unforeseen conditions may raise cost
Design may not be clear to contractors

0

High change order probability

0

Contractors may not be qualified

0

Higher probability of claims

El

Scope adds during design increase cost
Scope added in design = change order

0

E

El

121

Q

El

Q

El
El

El
El

^
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August 16, 2001
City Council
Sacramento, California
Honorable Members in Session:
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SUBJECT: REPORT BACK ON BUILDING PROJECT DELIVERY PROCESS
LOCATION AND COUNCIL DISTRICT: All Districts
RECOMMENDATION:
This report recommends implementation of improved controls to future design-assist, designbuild, and developer-team design / construction processes.
CONTACT PERSON:

Bob Williamson, Supervising Architect, 264-8430

FOR COUNCIL MEETING OF: September 25, 2001
SUMMARY:
This is a report back to City Council on the building project delivery processes that have been
utilized by city staff to improve the quality of construction, to shorten the time required to complete.
design and construction, and to reduce the potential for claims. The process has worked well on
several large, complex projects. Recently, however, two projects, Parking Lot C and the Public
Safety Facility, have had large cost increases during the construction phase which resulted from
construction fast-tracking, changes in market conditions, unforeseen site conditions, and
significant scope additions. This report recommends certain controls be utilized to provide earlier
notification of potential cost increases and provide an opportunity to rework a project before
construction starts if the costs significantly exceed the budget.
COMMITTEE/COMMISSION ACTION:
None
Department of

PtlBL►Ci^VO^
SACRAMENTO

Project Delivery Processes

/

Bu i l di n g Pr oject s Are Di fferent
1. A building project may have 30 subcontractors
requiring greater coordination and control.
2. Competitive bidding of building projects actually
occurs at the subcontractor level .

3 . General Contractors provide Cost Coordination , and
Site organization - supervision services .

z

De sign - Bid - Build Method
Year 1

Year 3

Year 2

Waterfall Original Schedule
Parking Garage Actual Schedule

Convention Original Schedule
Center Actual Schedule

Cavanaugh Original Schedule
Golf Clubhouse Actual Schedule

Ii

I

airs

3

Design- B i d - B u i l d M ethod
Waterfall Parking Garage
Construction Cost
Contractor's Original Claim Amount
Arbitrator Settlement

$13,912,486
$1,549,465
$283,205

Plus Litigation Staff Cost

Convention Center Expansion
Construction Cost
Contractor's Original Claim Amount
Arbitrator Settlement

$49,243,000
$7,112,000
$1,483,000

Plus Litigation Staff Cost

P rojec t Del i very Methods
1 . Desi gn- Bid -Build
Staff or consultant designs project. General Contractors bid for the project
using City Bidding Procedures. Contstruction is awarded to the lowest
responsible bidder. Staff inspects construction.

2 . Design-Build
Project is designed, bid, and constructed by one company. This company
utilizes City Bidding procedures and requirements. Staff reviews design and
inspects construction.

3. Design-Assist
Staff or consultant designs project. General Contractor is selected based on
qualifications and paid a fee to manage and supervise the site. Subcontractors
competitively bid the work. Staff inspects construction

4. Developer-Team
A Developer manages project team of Architect and General Contractor. The
Team is selected based on qualifications and paid a fee. Subcontractors
competitively bid the work. Staff inspects construction.

Recent Use of Various Project Methods

Projects Utilizing Design Assist
1
2
3
4
5
6
7
8
9
10

Sam Pannell Community Center Phases I
Kinney Police Substation
Sam Pannell Community Center Phases II
Meadowview City Service Center
Sam Pannell Community Center Pool
South Natomas Community Center
Max Baer Clubhouse
Lot C Parking Garage
Southside Park Community Center
Evelyn Moore Community Center

Projects Utilizing Developer/Design
1

History Museum / Police Evidence Warehouse

2

Memorial Auditorium

3
4
5

Cal/EPA Building
Public Safety Building
City Hall Project

Projects Utilizing Design/Build
1

ADA Projects

2
3
4

8 Wading Pool Projects
Cavanaugh Golf Maintenance Barn Building
Haggin Oaks Maintenance Building

Project
Completion

Project Cost

Dist

1 month early
1 month early
2 months early
6 months early
1 month early
On schedule
On schedule
On schedule
On schedule
Behind schedule

$80,000 under budget
$39,000 under budget
$250,000 under budget
$200,000 under budget
$35,000 under budget
On budget
On budget
$3.8 million over original est.
.On budget
On budget

8
2
8
8
8
1
6
3
4
8

Project
Completion

Project Cost

Dist

On schedule
3 months early
8 months early
On schedule
On schedule

On budget

1

$78,000 under budget
$8 million under budget
$3 million over original estimate
On budget

1
1
4
1

Project
Completion

Project Cost

Dist

On budget

All

$25,000 underbudget
$57,000 underbudget
$39,000 underbudget

Most
n/a
2

On schedule
On schedule
On schedule
2 months early

6

What Went Wrong. with Lot C and
Pu b l ic Safety Bu i ld in g P rocess?
1. We awarded both the design and construction contracts
early in order to fast-track construction and get the projects
finished early.
2. By awarding early we did not have a good fix on the cost of
the final design.
3. By not setting the design before financing the project we
underfinanced
4.

Redesigning to stay in budget was challenged by a high
inflation rate in the construction industry

Wh at d id we learn
• Design-Bid-Build is the preferred process if time is not critical, the project
is not too complex, and price is the most important variable.
• Design-Build works the best if there is a firm understanding of what is to
be included in the project (repeat projects are good candidates), if there is
potential for concurrent design and construction, and if there is a need for
clear understanding between the designer and the contractor.
• Design-Assist and Developer -Team have some clear advantages on
complex projects where there is a potential for concurre nt design and
construct i on and there is a need to cons i der qualifications as we l l as price
to produce a quality project. Award i ng the contract in two pieces (preconstruction and construction) he l ps quantify risks associated w ith
contracts based only on estimated costs.
• Risk Assessment is important on all projects as well as an appropriate
construction contingency. Remodel and refurbishment projects usually
need larger contingencies due to the difficulties associated with the
undiscovered issues..

K

Recommendations
1. Develop Detailed Information at the Conceptual CIP
Phase
2. Divide Contracts Into Pre-construction and Construction
Phases
3. Require Separate Authorizations for Increases in Project
Scope
4. Describe the Risks for Cost Increases
5. Select the Best Method for Each Project

6. Budget Appropriate Construction and Project
Contingencies
7

Design Assist Success
Year 1

Year 2

Year 3

Waterfall Original Schedule
Parking Garage Actual Schedule
l:.itigati6n
^.

Memorial Original Schedule
Lot C Gargage Actual Schedule

!d

Design Assist Success
Waterfall Parking Garage
Construction Cost
Contractor's Original Claim Amount
Arbitrator settlement
Total Construction Cost
Escalated to 2000 (ENR Index)

$13,912,486
$ 1,549,465
$283,205
$14,195,691
$20,583,752

Memorial Garage (Lot C)
Total Construction Cost

$20,781,824

City of Sacramento Capital Improvement Projects as of 9/25/01

4

Convention, Culture & Leisure
Economic Development
General Government
Park and Recreation
Transportation
Utilities

Budget
45,91.1,268
18,397,828
298,796,432
73,939,229
195,453,565
504,419,670
1,136,917,992

Number
50
15
132
227
290
266
980

Largest
$23.5
$8.2
$143.0
$13.2
$13.5
$90.0

Project
Garage "C°
Waterfront Hotel
Cal EPA Building
S. Natomas Community Center
1-5 Arena Interchange
SWTP Expansion

Highlights
Convention, Culture & Leisure: Haggin Oaks Renovation, Golf Course Structural
Replacement, Theatre and Convention Center Improvements,

Economic Development: Waterfront Hortel, River Docks, Waterfront Restaurant
General Government: Animal Control, Fire Stations, ADA Facility Improvements,
Public Safety Buildings, CAL EPA Building
Park and Recreation: South Natomas Community Center & Library, Irrigation Improvements
Transportation: 1-5 Interchange, Power Inn Rd, 7th St Extension, Courb Ramp Construction
Utilities: Water Treatment Plant and Intake Expansions, Sump 2 Improvements
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Convention, Culture & Leisure
Economic Development
General Government
Park and Recreation
Transportation
Utilities

Budget
45,911,268
18,397,828
298,796,432
73,939,229
195,453,565
504,419,670
1,136,917,992

Number
50
15
132
227
290
266
980

Largest
$23.5
$8.2
$143.0
$13.2
$13.5
$90.0

Project
Garage "C"
Waterfront Hotel
Cal EPA Building
S. Natomas Community Center
1-5 Arena Interchange
SWTP Expansion

Highlights
Convention, Culture & Leisure: Haggin Oaks Renovation, Golf Course Structural
Replacement, Theatre and Convention Center Improvements,
Economic Development: Waterfront Hortel, River Docks, Waterfront Restaurant
General Government: Animal Control, Fire Stations, ADA Facility Improvements,
Public Safety Buildings, CAL EPA Building
Park and Recreation: South Natomas Community Center & Library, Irrigation Improvements
Transportation: 1-5 Interchange, Power Inn Rd, 7th St Extension, Courb Ramp Construction
Utilities: Water Treatment Plant and Intake Expansions, Sump 2 Improvements
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