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to P3 and a Contrastive Analysis of IPD and
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Industry trends are forcing owners to think
beyond traditional delivery
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TRADITIONAL APPROACHES
Delivery Method: Design-Bid-Build with Owner’s Representative
Contractual Privity: Two Prime Contracts
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Defining and Typical Characteristics of
Design- Bid - Build

e Three prime players — owner, designer, contractor

e Two separate contracts — owner-designer, owner-contractor

e Final contractor selection based on Low Bid or Best Value measured by Total Cost

e Three phases — design, bid, build; these phases may be linear or overlapping if a
project is fast-tracked or bid out to multiple prime contractors.

e Well-established and broadly documented roles

e Construction-related decisions required to be made in advance of actual execution

e Contract documents that are typically completed in a single package before
construction begins

e Construction planning based on completed documents

e Complete specifications that produce clear quality standards

e Configuration and details of finished product agreed to by all parties before
construction begins
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Delivery Method: CM as Agent
Contractual Privity: Multiple Prime Contracts
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Delivery Method: CM-GMP / Constructor
Contractual Privity: Two Prime Contracts with Preconstruction Phase
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Defining and Typical Characteristics of
CM-AT-RISK WITH GMP

e Three prime players — owner, architect, CM at-Risk

e Two separate contracts — owner to architect, owner to CM at-Risk

e Final provider selection based on Qualifications Based Selection or Best Value
measured by Fees

e Retention of the CM at-Risk during the design phase

e (lear quality standards produced by prescriptive specifications

e Establishment of a guaranteed maximum price

e GMP includes a contingency fund for use by CM to cover negligence/breach of
contract
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Delivery Method: Design Build
Contractual Privity: One Prime Contract
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Defining and Typical Characteristics of
Design-Build

e Two prime players — owner, design-build entity

e One contract — owner to design-build entity

e Final design-builder selection may be based on any of the following: Direct
Negotiation, Qualifications Based Selection, Best Value measured either by Fees or
Total Project Cost, or Low Bid.

e Project-by-project basis for establishing and documenting roles

e Continuous execution of design and construction

e Overlapping phases — design and build

e Some construction-related decisions after the start of the project

e Overall project planning and scheduling by the design-build entity prior to
mobilization (made possible by the single point of responsibility)
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Delivery Method: Integrated Project Delivery
Contractual Privity: One Tri-Party Prime Contract

Architect General Contractor

Subconsultants

The American Project Delivery
2 Institute

‘of Architects an AIA Knowledge Community

Subcontractors




Delivery Method: P3
Contractual Privity: One Prime Contract with a Twist

[ “Concessionaire” }
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Conventional model includes potential
engagement voids driving inefficiency

Conventional Voids
Model

—— Budget

Site Conditions

Regulators

1v v lvv

l

VY

Owner gq)esign Tean

\ 4

==
—

) BAU
Business As Usual)
Result

Contractor i

) 4

Operator

A

Key Stakeholders
| |

4[ : $ L eanm
Schedule T

Weather

The American Project Delivery
Institute

#2550 of Architects an AIA Knowledge Community

13



IPD model provides an integrated
platform to enhance efficiencies
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Defining and Typical Characteristics of
Integrated Project Delivery (“IPD”)

* Tri-Party Agreement between Owner, Architect and Contractor
* Most often the selection process is Qualifications-based (“QBS”)

* Behavioral alignment among all participants is key to the selection
process

 Compensation is based on actual costs and overhead with profit/loos
determined by a shared pain/share gain mechanism

* Waive Typical Negligence/Breach of Contract Type Claims
* Open Book Accounting
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Public Private Partnerships (or P3)

* Private investment in construction is essentially code for public-private
partnerships (“P3s”), which can cover a broad range of innovative contracting,
project delivery and financing arrangements, so a singular definition is difficult
to establish.

 P3 is a type of project delivery method that involves an agreement between a
public owner and a private sector group (often a consortium of entities that form
a special purpose vehicle with particular skills and assets, financial or otherwise)
for the design, construction, financing, and often long-term operations and
maintenance of one or more infrastructure assets by the private sector partner
over a specified term.
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Public Private Partnerships (or P3)
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User Fees
PILOTs

Issuing Entity

Performance

Bonds?

Public Owner
City/State/Agency

“Concessionaire”
Private Consortium

3

-~

Master |P3 Agreement

Funding $$

(Local, State, Federal)

Parent Guarantees

Cost, Schedule,
Performance
Incentives?

(from Members)?

Development

Contract

Environmental
Right-of-way

Preliminary Engineering

Finance Plan

The American
Institute
of Architects

Project Delivery

an AIA Knowledge Community

Design-Build/CM

Contract(s)

Design

Right-of-way/Acquisition

Construction
Startup Turnover

Operations &

Maintenance
Contract

Infrastructure Maintenance
R.O.W. Maintenance
User Fee Facilities
Operations




Pros and Cons of PPPs

Positive Side: Down Side:
* New tool from financing perspective to * No Free Lunch! Not a funding source — it is
kickstart projects financing, and the private side is here to make
* Bring interested parties with perhaps a profit
innovative ideas * Prevailing Wage/PLAs impact
* Potentially expedited construction schedule * Small market of participants — may lead to

» Stipends/Reimbursement of short list little competition

candidates should encourage participation * Risk of concessionaire failure during and after
construction — payment/performance

* 30 year commitment to operate may bond/maintenance bond

encourage quality of design and construction
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|IPD Selection and Leadership Buy-in

* Time was a key factor!
* Use of target value design for fast track approval of the project.
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Challenges and Successes

e “Heads in Beds in 27
months from
construction start”
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e Coordination of typical
owner activities (medical
equipment, IT)
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“And now for something completely different.”
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Top 10 Health Systems in the U.S. by Licensed Beds

By the numbers

Health System Name
HCA Healthcare
Ascension Health

Community Health Systems, Inc.

Universal Health Services, Inc.
COMBINED: Dignity Health/CHI
Tenet Healthcare Corporation
Trinity Health

Kindred Healthcare, Inc.

Alliant Management Services
Providence St. Joseph Health
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937 24,686
343 23,296
1,039 22,902
420 21,078
665 19,200
588 17119
206 14,421
840 11,368
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https://www.youtube.com/watch?time_continue=9&v=qvmJma-Q_dw
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What Problem are we Fixing

- . . .
Construction & Non Farm Labor Productivity Index (1964-2016)
Constant Dollars of Contracts / Workhours of Hourly Workers
Sources: US Department of Commerce, Bureau of Labor Statistics
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Integrated Project Delivery
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Domains of Project Delivery
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Aligned Project Delivery
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Progressive Design Build

Progressive Contract Amount
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Copyright notice

This presentation is protected by US and International Copyright
aws. Reproduction, distribution, display and use of the
presentation without written permission of the speaker is
orohibited.

© The American Institute of Architects 2019
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Compliance statement

“AlA Knowledge” is a Registered Provider with The American Institute of Architects
Continuing Education Systems (AIA/CES). Credit(s) earned on completion of this program
will be reported to AIA/CES for AIA members. Certificates of Completion for both AIA
members and non-AlIA members are available upon request.

This program is registered with AIA/CES for continuing professional education. As such, it
does not include content that may be deemed or construed to be an approval or
endorsement by the AIA of any material of construction or any method or manner of
handling, using, distributing, or dealing in any material or product.

Questions related to specific materials, methods, and services will be addressed at the
conclusion of this presentation.
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