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But 1st we need step 0
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Answer 1st one
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XL [ow—
Have you ever measured rework? Psm\.

Recent example
+ 28 projects
+ One calendar year
+ Range of fee sizes
+ Allless than 6 months

25%

20%1]
Rework hours as percent of total
15% "

Best _Median Worst_

Project
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Client-driven changes

A major engineering firm studied
how well they manage client-driven
changes

They were collecting only 60 cents on the
dollar for client driven changes.

Clientdriven.

So why didn't they collect what they were
due?

* Not asking for the change
. Asking too late

Poor documentation when they did
ask

PSMJ ||

Client-Driven Changes
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L —
Most frequent professional liability claim

NOTE: All legal claims must specify some damage by the
plaintiff, for which they are seeking redress

The most frequent damage alleged = Economic Loss
(48% of total)

29% = Economic loss due to costoverruns

6% = Economic loss due to schedule delays

QRN

65% = Economic loss due to inappropriate or faulty design

.
Q“@
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Top 4 non-technical Risk Drivers

Percentage of Claims Affected
. 39%
" -
o

27%
un 2%
P =
o
16%
- 8%
m
%
»
o
Negotiation and Client Selection Project Team ‘Communication
Contracts Capabilities.

X TR e :
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X
Communication issues

XL CATLIN

Lack of procedure to identify
conflicts, errors and omissions

®17% - Project issues and potential
disputes not handled correctly

Scope of services not explained
to client

Lack of documentation re:
changes in scope, budget, etc.

Project staff not aware of
responsibilities

Regular progress reports regardin,
changes not approved
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Please quantify the problem...

Estimated losses on construction projects due to
mishandled change:

+ $15.88B/year - designers responsible for about 7%
NIST Study 2004 o nist qovipubs/buIdOYPF 04022 0

+ 5%-7% of total project profit for designers written off
Internal XL study 2006

+ 7.25%-10.89% range total directand indirect costs due

to rework, scope, and schedule creep
“The Impact of Rework On Construction & Some Practical Remedies” Navigant Consuling,
August 2012





image13.png
Because each type of change can
affect others...

PSMJ ||

Changes
inIT
stem

Political
Publ
Acceptance

Environ

mental and
permitting
changes

Undergro
hidd

Client's

NFWs'
(non-funded
wish

tenants, etc.)

Chang
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Security
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Adjacency
[(ELGIVE
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Early recognition is easier & cheaper  pgmy|

DETAILED S pin's CONSTRUCTION,
SCHEMATIC  DESIGN  awARD

DESIGN

Cost of the Change

Time
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You can’t manage change unless
you plan for it

Step 1 Step 2
Make sure the Agree on a system
client understands for documenting
that change changes

Step 4
Agree on how to Document the
handle changes client's change
that require approval process
additional
compensation

Step 3
Establish “freeze
milestones”

Set up a “change
management
reserve fund”
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Identify the client's contracting culture esms|

Is it flexible? (Like most small private sector clients)

s
2%

Most change decisions can be handled with a phone call and confirming email.

Client PM is typically authorized without the need for a Contracting Officer (but
not always).

Still important to identify the transactional change steps at the beginning of the
project to assure a mutual understanding.
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Identify the client's contracting culture psm)

Or is it rigid? (Like most large public sector clients)
Requires forms, pre-approvals and compliance with a contracting policy.

1

Often involves a separate Contracting Office, separate from the client PM who
drives technical features.

Client PM is charged with getting things done.

Client PM will try to persuade the AE PM to embrace change WITHOUT
complying with his/her organization’s contracting rules.

The AE operates at great risk if they allow this to happen.
You CANNOT circumvent your client's bureaucracy!

Document how to process change BEFORE it happens (and it will happen)!
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...

X-E
Step 1: psmu | oo
Make sure the client understands that change XL CATLIN!
happens as a normal part of the project

At the kick-off meeting, discuss with
client how to handle potential
changes in...

+  Scope

+  Clientrequirements

«  Deliverables

* Fee

+  Schedule

«  Field conditions

«  Codes, standards, regulations

*  Our staffing

«  Ouridea of how to do the Project management is the art and
d sclence o guiding  group of
project stakeholders through a series of

. 2 changes we calla project
Client's PM —Frank Stasiowski, FAIA

«  Other potential changes Founder, PSMJ Resources
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Step 2:

Agree on a sys
and changes

Category

Question

Decision
Maker

PSMJ ||
n for documenting no-cost decisions

Requested Actual

Decision Decision

XL CATLIN

Remarks

Construction

Design

Geometry

Utilities

| curved PT U-girders?

| mainline bridges

| replaced?

Will DOT allow an on-
site precast plant for

Barriers: DOT gave
direction to use 42"
barrier for all ramps and|

What s the possibility
of the existing EB 215
being removed and

36" Riverside pipeline:
when will we be
receiving pothole
information for this line?)

Paul

Jim

Sarah

Paul

Date

July5

October 3

July 5

Sept 20

Date

July5

L July9

Sept 20

Yes - can putyard
on site for precast
tubs

EB 215 is being
removed and
replaced

Received 9/20/11,
files located in PW
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Step 3:

“The following submittals, upon review ar
ccomment by Owner, will serve as the basis
for the remaining work to be done by
Engineer/Architect. If any change made
subsequently by Owner requires
Engineer/Architect to perform rework, such
rework will be compensated by a mutually

+ Preliminary Engineering Report

Examples:

Conceptual Design Report
Basis of Design

Schematic Design Documents
Design Development Documents
30% Review documents
60% Review documents
90% Review documents
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Step 4: PSMJ)|
Get agreement on how to handle changes that XL CATLIN
require additional compensation

Example for a cost-plus-fixed-fee contract

Change Initiated by Initiated by Initiated by

Owner Consultant Outside Party

Consultantmay Consultant must convince | Consultantmay
requestan increase | Owner that proposed request an increase in |
for both cost and fixed | change is advantageous. | cost but not fixed fee.
fee In that case, Consultant

may request an increase
in both cost and fixed fee
Field Consultant may Consultantmay request

conditions requestan increase in | an increase in cost but
cost but not fixed fee. | not fixed fee.

Consultant may
request an increase in
cost but not fixed fee.

Consultantmay ‘
request an increase in
cost but not fixed fee.

Schedule Consultantmay No increase in cost
request an increase in
cost but not fixed fee.
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Step 5: psmu |

Document the client's approval process XL

+  Whatdocumentation is needed?
*  Whendoes it need to be submitted?

+ To whomis it submitted?

+  Whoelse needs to approve it?

* How long does the process normally
take?

+  Whatto do while awaiting approval?
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Find out if they have contractual
time limits

PSMJ ||

LA County
« 60 days for Change Notification
+ 20 days for Force Majeure

DuPont
« 45 days for Change Notification
+ 20 days for Force Majeure

Others???
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Step 6:
Ask the client to set up a
“change management reserve fund

« A contingency account controlled by your client's PM

« part of your contract, accessed only with client approval
or

+ aline item in your client's budget
« Especially good for small changes

« Possibly reduces the need for contract amendments
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And set up a system to keep a running total

of the changes

YL [
W

|ughting Upgrade |9/10/2012 [owner _[No llowance _|No (73 lo/2012

[Architect [ite prep drawings

Building size (contractor mustbe revised to

lco w4 Building Increased by Isubcontractors: (Owner |accommodate lrger
size loro/m12 [owner_|a0wsast 250000 [aweeksest. |-nvac lo/2v202 __|footprint
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What about Value Engineering
changes?

“If Engineer presents Owner with a better or more cost-
effective approach to the project, such improvements (if
approved by Owner) will be considered to be value
engineering.

If value engineering is performed, either by Engineer or by a
third party, any rework required to implement desirable
changes will be compensated by a mutually agreeable
amount that considers the value to Owner and the time
spent by Engineer.”
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How to avoid bait-and-switch PSMJ|
by your Subs <

« Get all the key personnel identified before agreeing to take
them on as a sub

« Find out exactly what other project commitments they have
during the duration of your project

+ Get them to sign a personal agreement that they will play
the proposed role on the project

+ Require your advance approval for any changes in key
personnel





image29.png
Concerned about what happens Psmi |
when the client changes their PM?

Protect yourself by adding this term to the contract:
The parties recognize that a change in key
personnel by either party may adversely affect the
other party. Therefore, if either party changes
assignment of the following key positions, the
other party shall be entitled to reasonable,
mutually agreeable compensation to offset its
costs of lost efficiency:

«Engineer’s project manager
«Owner’s project manager
« (List any other key positions)
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Plan for these common trips and traps Psm\

1. Spell out applicable codes
by edition

2. Insist on athorough
underground investigation

+  Locate utilities
«+  Verify soil conditions

3. Locate the project control
points and relate everything to the control point.

4. Review the contract boiler plate carefully for
wording that may cause you to do uncompensated ")
work, e.g., VE





image31.png
When the client asks you Psmy|
for extra work on the project... A

What do you do in each of these situations?

1. You're on a lump sum contract and running out of money.

2. You're on a lump sum contract but are running under budget.

3. You're on a T&M contract and you are concerned that the additional scope will
cause you to exceed your not-to-exceed.

4. You're on a T&M contract and you are pretty sure you can handle the increase
within the not-to-exceed amount.

5. You're on a T&M contract with no limit.
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Evaluating project changes

« Mandatory/external or optional/internal?
« Impact on critical success factors?

« Impact on project risk?

+ Who has approval authority?

+ Cost within budget contingency?

« Schedule Impacts?

« Potential impacts on stakeholders and interest
groups.
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What about when you are a Sub? Psmi |

1. Whenever there's a change, find
out immediately if it is owner-
driven or prime-driven.

2. Ifit's prime-driven, agree on
Specialist Specialist who will pay for it before
Consultant Gonsultant beginning work.
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QuICKPOLL agl

When do you have the most Jleverage for
increasing the fee?

Flease selsct one

Before you start working on the change
While you're working on the change
When you've completed working on the change

When you've submitted the completed change.
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When do you have the most leverage? psmi]

Your Leverage to Negotiate Favorable Terms

A. Beforeyou  B. Whileyou’re C. Whenyou've D. Whenyou've
start workingon  working on the completed submitted the
the change change working on the completed change
change
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QuICKPOLL

What happens when you begin working on a
change prior to getting the client’s approval?

Ploase select one:

‘The client will be appreciative because...

The client will be unhappy because...
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...

About XL Group’s e
Design Professional unit XL cATLIN

Specially designed loss prevention for today's A/E firms

Having served both large and small A/E firms for more than 40 years, we
understand the challenges today's design professionals face, and we've
tailored our solutions to their unique risks and requirements.

Our mission is simple: to bring policyholders the resources and
protection they need to run a successful business.

* Our innovative professional liability insurance programs offer broad, cost-
effective coverage that's tailored to your firm.
Industry-leading educational programs draw on real claims data to help you
implement proven risk management techniques.

Through a dedicated national network of underwriters, claims consultants,
agents and loss prevention specialists, we work with each of our clients to
reduce the cost of loss and preserve valuable business relationships.





image37.png
Present some options

X
PSMJ || N

+ Whatwill happen if we don't make the change?

« Can we make the change in a way that won't increase time
or costs (e.g., deleting something else from the scope)?

+ Whatare the cost & time implications of making the
change?
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Got clients frequently requesting psm""i‘

small changes?
and ’

Don’t

« Ignore and hope for the best
* Pursue every little change order
+ Accumulate until they become huge
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Small Change Log

Date
Jan 21

Change Description

Change sump pump to
submersible type

[of: NELT]

Request from client's
O&M group

Impacts

Additional 8 hours
No schedule impact

Jan 26 | Provide 6 additional Request from Harry Additional 4 hours
copies of concept to involve more $1,400 additional for
design report people in the report printing

review No schedule impact

Feb2 | Meetwith building Request from Jill to Additional 6 hours
department to discuss | overcome zoning No schedule impact
zoning variance problem

Feb 16 | Extend client review Request from Harry Extend schedule by 1

period by 3 days

due to his vacation

week
Additional 8 hours of
lost productivity
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Documenting the change

* Minutes of the meeting in which the client requested the
change

« E-mail confirming the client's request for the change
+ Weekly e-mail progress report

* Monthly progress report
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Have you ever...

« Failed to plan properly for the change, and...
« Failed to notify the client promptly of the change, and...

« Failed to properly document the change?

... and still been paid for the change?

How did it happen?
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L [

Did you ever have to clean up psvy A
another PM’'s mess? XL caTuin

1. Find out where all the bodies are buried
- Status the project
2. Develop a detailed recovery plan as if it were a new project
*+ Understand the client's goals & objectives
* Review deliverables, outstanding scope
+ Assess every team member

+ Assess schedule status, critical path tasks, deliverable due
dates

+ Perform an EVA to determine budget status

3. Internal meeting to discuss project status, issues &
concerns, plan path forward with team and PIC

4. Get your PIC and client to sign off on your plan
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Our “Play Book” for Wrapping Up Study and *
Design Projects .

Will it meet all
project objectives
if we don't
change it?

Don't change it!

Define Validate
which work Assign that Follow Arup’s
is needed tasks and changes post-project
to deadlines were made procedures
complete properly
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What are the warning signs that a change
might turn into a liability claim?
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Have you ever...

+ Client or Prime changes PM

« Clientincreasingly slow to bay

+ Meetings held without you

« Contingency fees broached early in project cycle

« Deluge of RFI's (requests for information)
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Advice from the Special Forces...

Run towards the problem
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Get more. Learn more. PSMJ | Reources

Webinar attendees will get more risk
managementinformation

From XL Group:

*What Makes an Effective Project Manager?
Design Professional
«Complimentary test drive of XL Group's
Contract eGuide Sl Vot makes

+*XL/PSMJ 2012 & 2013 webinars OnDemand 2 S ot

manager?

From PSMJ:

*PSMJ's limited time offers
+ Project Management Bootcamp — register for one of the
upcoming 8 locations and bring a colleague to this
seminar for 50% off the regular registration fee.
*PSMJ Newsleter — Webinar participants receive 18
months of this newsletter for the price of 12 months.





image47.png
So how do you do all this?
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Where do you begin?

+ Start with what you know — your own projects

« Take time at the end of prdjects to review what you can
anticipate in the next project.

« Since most designers enjoy an 80% repeat client rate, the
odds are very high you will work with the same
client/prime/subs at some time in the future.

« Learn to anticipate changes by client type as well as by
individual client.
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Who pays for this?

* You do. Itis overhead time, but it is an investmentin your
firm's future. R

« If you can control scope and schedule creep and respond
positively to control change, the payoff for the overhead
investment will be many times its cost.

« If you plan for it in advance and involve your client
properly, you can often make a post-mortem a billable
activity.
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Final thoughts

Change is inevitable, but you can control:
« The rate of change taking place
+ The documentation of the sources of change
« How you (as a firm) react to change
+ How to recognize the first signs of change as they occur
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About PSMJ PSMJ)|

« Content providers of management information
« Focused exclusively on the A/E/C industry for over 30 years

Newsletters. EAnEyRE [Beminarsd Consulting
Books Conferences

Strategy v

Marketing

Project Delivery

Finance

Human Resources

Transition
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Learning objectives

After participating in this webinar, you will learn:

Whathappens when you fail to plan for project
change

Common causes of change

How to recognize when change has occurred
How to bring change to the client

How to dealing with small, incremental changes
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Agenda

o o A W N

. Why is change management important?
. Planning for change

. Dealing with changes during the project

. When a change turns into a liability claim
. Summary

. Discussion
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Why is project change management psM.n
important? XL caT

#





