Special City Council Meeting
Final Agenda
July 8, 2003

A special meeting of the Fayetteville City Council called by the Mayor will be held on July 8,
2003 at 6:00 PM immediately following the Agenda Session in Room RCED 120 at the Sam
Walton College of Business, University of Arkansas, Fayetteville, Arkansas.

1.

Opening Remarks and Workshop Overview given by Mayor Dan Coody:
Workshop presentations and discussions are centered on the means and methods by
which the City of Fayetteville could use a design-build-opcrate project delivery method
for its $125 million wastewater improvement project. Discussions, case histories,
comparative analyses and other aspects of project delivery alternatives will be discussed.

Introduction To The Design-Build-Operate Project Delivery And Methodology:

Mr. James Binder, P.E. President of Alternative Resources will be speaking. A general
description of the alternative project delivery system including: (A) defimition of the
alternative process, (B) comparison of design-build-operate (DBO) process to the
conventional design-bid-build (DBB) process, (C) description of current altemative
project delivery applications in the water and wastewater industry and (D) presentation of
comparative advantages and disadvantage of each process.

Legal Perspectives: Mr. Eric Peterson with Hawkins, Delafield & Wood will be
speaking. A primer on the legal and contractual issues associated with different project
delivery methods, including comparative risks, advantages and providers.

Alternative Project Delivery System Providers And Case Histories: Mr. Don Evans,
President of Operation Management International, Inc. Mr. Dave Butler, Former Mayor
of Atchison, Kansas, and Mr. Bill Rosenbaum, Vice President of Municipal Design/Build
Project Development will be speaking. Pat McManus, Former Mayor of Lynn,
Massachusetts will describe the City of Massachusetts’ experience using design-build and
design-build-operate concepts to address various municipal projects over a penod of 18-
years. The presentation will include an overview of the challenges that were addressed
relating to funding programs, sewer line construction and system repair i1ssues.




Implementation Strategy Using A Design-Build-Operate Concept-Fayetteville,
Arkansas: Mr. James Binder, P.E. President of Alternative Resources will be speaking.
This discussion will be focused upon the Fayetteville Wastewater System Improvement
Project with specific responses to: (A) issues associated with implementing a DBO
procurement, (B) potentials for cost savings, (C) scheduling implications,(D)
coordination with the Revolving Loan Fund, (E) perception of EPA perspectives towards
DBO methodology, (F) description of a conceptual process for Fayetteville’s project, (G)
predicted schedule using alternative project delivery method and (H) future actions
needed to evaluate alternative approach.

Question and Answer Period.




be |
v

Meeting of July 8, 2003

Subject:

Motion By:
Seconded:

Motion To:

Lucas v
Jordan IV
Reynolds e
Thiel L
Cook Iy
v | Vote by Blind] Absect] Jron mihachey
Rhoads e
Davis i
.Mayor Coody /

Lucas

Jordan | e | | W}_ sal
Reynolds v

Thiel | v [

Cook L

Marr —_—

Rhoads L

Davis | o .[ |
Mayor Coody —




Meeting of July 8, 2003
Subject:
Motion By:
Seconded:
o —
Jordan o
Reynolds v F
Thiel | L__,,- |
Cook L |
Marr —
Rhoads L
Davis | "
Mayor Coody T —

Seconded:

Lucas

Jordan | )
Reynolds

Thiel
+Cook J

Marr

Rhoads

Davis

Mayor Coody




MEETING AGENDA
DESIGN-BUILD-OPERATE WORKSHOP
(Special Called City Council Meeting)
Fayetteville, Arkansas

July 8, 2003

WORKSHOP TIME AND DATE:

The Design-Build-Operate Workshop commences at 6:00 P.M. TUESDAY, July 8,
2003 (following an earlier City Council Agenda Session starting at 4:30 P.M.).

WORKSHOP LOCATION:

Sam M. Walton College of Business, University of Arkansas, Fayetteville, Arkansas-
Auditonum-Room RCED 120.

WORKSHOP OBJECTIVE:

Workshop presentations and discussions are centered on the means and methods by
which the City of Fayetteville could use a design-build-operate project delivery method
for its $125 million wastewater improvement project. Discussions, case histones,
comparative analyses and other aspects of project delivery alternatives will be discussed.

ANTICIPATED AUDIENCE:

Mayor and City Council of Fayetteville, Arkansas; Fayetteville City Administration,;
Citizens of Fayetteville; State and Local Elected Officials; State and Local Organizations;
Members of Media; Arkansas Soil and Water Conservation Commission; Arkansas
Department of Environmental Quality; Arkansas Department of Health; Municipal
Consultants and Advisors

WORKSHOP AGENDA:

1) OPENING REMARKS AND WORKSHOP OVERVIEW (6:00-6:10 PM)
Mayor Dan Coody
City of Fayetteville
113 W. Mountain St.
Fayetteville, AR 72701
479-575-8330
mayor({@ci.faycttcville.ar.us




2) INTRODUCTION TO THE DESIGN-BUILD-OPERATE PROJECT
DELIVERY AND METHODOLOGY (6:10-6:25PM)

Mr. James Binder, P.E., President Alternative Resources, Inc.
9 Pond Lane
Concord, MA 01742
978-371-2054
jbinder@alt-res.com

A general description of-the alternative project delivery system including: (A) defimtion
of the alternative process, (B) comparison of design-build-operate (DBQO) process to the
conventional design-bid-build (DBB) process, (C) description of current alternative
project delivery applications in the water and wastewater industry and (D) presentation of
comparative advantages and disadvantage of each process.

3) LEGAL PERSPECTIVES (6:25-6:40 PM)

Mr. Eric Peterson Hawkins, Delafield & Wood
Ny YE Attomeys and Counselors at Law
o QoGS*W

oﬁ?’ﬁ . 67 Wall Street
B 7

New York, NY 1005
epetersen@hdw.com

A primer on the legal and contractual issues associated with different project delivefy

methods, including comparative risks, advantages and providers.

4) ALTERNATIVE PROJECT DELIVERY SYSTEM PROVIDERS AND
CASE HISTORIES:

A.1  Operations Management International, Inc. (6:40-6:55 PM)

Don Evans, President 9193 South Jamaica Street, Suite 400

Englewood, CO 80112
Devans2(@ch2m.com

A.2 (Operations Management International Project) (6:55-7:10 PM)

A

U)?’@ ,@Eave Butler Former Mayor of Atchison, Kansas

}b ﬁ: Butler will describe the City of Atchison, Kansas’ experience using an alternative
project delivery method for the upgrading of the municipality’s water supply system.
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B.1  U.S. Filter Engineering and Construction (7:10-7:25 PM)

Bill Rosenbaum, P.E. Vice President
Municipal Design/Build Project Development
US Filter Engincening and Construction

L

(\QQ}/P}J Airside Business Park

250 Airside Dnive

9&‘9"0 Moon Township, PA 15108-2793
Direct: 412-809-6640

RosenbaumW@usfilter.com g

B.2 U S Filter Project Reference in LYNN, Massachusetts (7:25-7:40 PM)

Pat McManus Former Mayor of Lynn, MS

Mr. McManus will describe the City of Lynn, Massachusetts’ experience using design-
build and design-build-operate concepts to address various municipal projects over a
period of 18-years. The presentation will include an overview of the challenges that were
addressed relating to funding programs, sewer line construction and system repair issues.

5) BREAK (7:40-7:55 PM)

6) IMPLEMENTATION STRATEGY USING A DESIGN-BUILD-OPERATE
CONCEPT-FAYETTEVILLE, ARKANSAS (7:55-8:10 PM)

Mr. James Binder, P.E. Alternative Resources, Inc.
9 Pond Lane
Concord, MA 01742
978-371-2054

1binder(@alt-res.com

This discussion will be focused upon the Fayettcville Wastewater System Improvement
Project with specific responses to: (A) issues associated with implementing a DBO
procurement, (B) potentials for cost savings, (C) scheduling implications,(D)
coordination with the Revolving Loan Fund, (E) perception of EPA perspectives towards
DBO methodology, (F) description of a conceptual process for Fayetteville’s project, (G)
predicted schedule using altemative project delivery method and (H) future actions
needed to evaluate alternative approach.

7} QUESTION AND ANSWER PERIOD (8:10-9:00 PM)

Mayor Dan Coody Moderator

* WORKSHOP CONCLUDES AT 9:00 P.M. *




Biography
James J. Binder, P.E.

Alternative Resources, In c.

9 Pond Lane
Concord, Massachusetts 01742
(978) 371-2054
(978) 371-7269

Mr. Binder is President of Alternative Resources, Inc. He is a graduate of
Northeastern University, Boston, Massachusetts where he received both BS
and MS degrees in Mechanical Engineering. He is a member of the Water
Environment Federation and the National Council for Public-Private
Partnerships. Mr. Binder is a registered professional engineer in eight states
and has some 29 years of consulting experience, the past 20 years of which
he has specialized in implementing DBO procurements for the management
of municipal solid waste, water, wastewater, and residuals. Examples of
recent water and wastewater DBO projects Mr. Binder has managed and/or
served as principal-in-charge include Stockton, California, Sioux City, lowa,
Taunton, Gardner, and Plymouth, Massachusetts, Westerly and Smithfield,

Rhode Island, Naugatuck, Connecticut, and Chester Borough, New Jersey.

H:\8000\JIM BINDER\Y7-8-03 Biography for Fayetteville.doc




Eric S. Petersen
Law Partner
Hawkins, Delafield & Wood

Eric Petersen heads the ten-attorney Public Contracts Group at the
municipal law firm of Hawkins, Delafield & Wood in New York. He has, on
behalf of municipal government, been the lead negotiator in more than 100
public works contract procurements resulting in design, construction,
operation and management contracts with private service providers nationally
and internationally valued at several billion dollars. Mr. Petersen has
represented New York, San Diego, Massachusetts Water Resources Authornty
(Boston), Charlotte, Los Angeles, Halifax, San Juan, St. Louis, Narragansett
Bay Commission (Providence), Montreal and Fresno, among numerous other
cities, countries, districts, authorities, states and sovereign governments in his
29-year legal practice, which has encompassed all forms of public-private
arrangements under which public works facilities are owned, built, operated
and financed. As special counsel, he was the chief architect of the
groundbreaking Cranston, Rhode Island wastewater project privatization and
related USEPA approvals in which a private company contracted for the design
and construction of tertiary treatment upgrades and for the long-term
operation, maintenance, repair and replacement of Cranston’s plant and sewer
system. In Seattle, Mr. Petersen authored the Tolt River design-build-operate
water treatment plant contract as special counsel to the City, the first
transaction of its kind 1n the water industry. He has also served as special
counsel to Stockton (CA), Fulton County (GA), Laredo (TX), Puerto Rico
Aqueduct and Sewer Authority (PRASA), Springfield (MA), Sacramento (CA),
San Jose (CA), Lynn (MA), Naugatuck (CT), Waterbury (CT), Newport (RI) and
several other municipalities in successfully completed water and wastewater
project procurements. He currently represents Phoenix (AZ), Spokane
County (WA), Lawrence (MA), San Diego County Water Authority (CA) and
Holyoke (MA) as special contract counsel on active water and wastewater
project procurements. Mr. Petersen is a co-founder of the U.S. Conference of
Mayors’ Urban Water Council. He makes regular presentations at conferences
organized by the Council and by AWWA/WEF (Joint Management Conference),
the Design/Build Institute of America, the National Council for Public-Private
Partnerships, the International City Managers Association and other forums on
legal, environmental, tax and financing topics critical to the water and
wastewater industry, and has authorized numerous articles in the field.
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Boﬁ S. Evans

President and Chief Executive Officer,
Operations Management International Inc.

oM .
President, CH2M HILL Water Business Group

Profile

Don S. Evans has served as President and Chief Executive Officer of Operations
Management International, Inc. (OMI) since 1986. He also is President of CH2M HILL's

Water Business Group, having assumed that group’s leadership in 1995.

Mr. Evans is a career employee at CH2M HILL, joining the firm in 1973. During his
career, he has been an executive, project manager, process engineer, and construction
services manager in the water, wastewater, and public works industry. He also has
considerable expertise in the wastewater collection field, including infiltration/inflow,
computer modeling, systems evaluation and rehabilitation, and capital improvements.

As president and chief executive officer of OMI, Mr. Evans manages 1,500 associates
who operate, maintain and manage more than 180 water, wastewater, solid waste, and
public works projects around the world. His dream has been to create an environment
where people can’t wait to get to work in the morning. He has fulfilled that dream by
supporting OMI’s unique commitment to quality and client service. OMI’s operating
creed, Quality as a Business Strategy, helped OMI earn the 2000 Malcolm Baldrige
National Quality Award. OMI is one of only nine service companies to win the award,
and is the only water services firm ever to win the award.

As president of the CH2M HILL Water Business group Mr. Evans works with more than
1,000 people worldwide delivering engineering and consulting services to water
companies, utilities, governments and industries.

Mr. Evans holds bachelor’s and master’s degrees in civil engineering from Stanford
University, and a master of business administration degree from Stanford.

Evans_Dan
Rev. 0703403
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USFilter Operating Services, Inc.

Company Profile

USFilter Operating Services, Inc. (USFOS) is a part of the United States Filter Corporation (USFitter), North
America's largest water company providing the most comprehensive water services for commercial,
industrial, municipat and residential customers. The company delivers cost-effective, reliable systems
guaranteed for quality, safety and compliance—providing water services to approximately 13.9 million
people in more than 600 communities, and hundreds of thousands of industries and businesses.

The Engineening News Record lists USFilter as #1 among the Top 200 Environmental Firms in the
U.S.—a record that the company has held over the past three years.

Whether it's bottled water service for homes, sophisticated water treatment technologies for manufacturers,
centralized treatment and resource recovery, or the design, construction, operation and financing of entire
water and wastewater management systems, USFilter delivers cost-effective, reliable systems to meet our
customers requirements for quality, safety and environmental compliance.

Through the design/build/operate (DBO) service delivery option, USFOS brings together these resources
and capabilities to deliver municipal clients a comprehensive approach that includes.

e Operations, Maintenance and Management (O&M). USFOS has more than 50 years of expenience in
providing O&M services to govemmenta! and industrial clients throughout North America. Our firm currently
manages more than 550 municipal and industrial facilities, serving a client base of over 380 govemmental and
industnal dients. USFOS’ wastewater experience includes wastewater plants similar in size the City of
Fayetteville’s Paul R. Noland Wastewater Treatment Facility. Examples of clients from surrounding states
include Oklahoma City, OK, Bartlesville, OK, and New Orleans, LA.

o Engineering and Construction. USFilter Engineenng and Construction (USFilter E&C) is the USFilter
company that delivers comprehensive engineering, construction management and related services. They
have over 30 years of experience in the design and construction of water and wastewater treatment facilities.
In that time, USFilter E&C has provided services for literally hundreds of govemmental and industrial client.
They are also leaders in implementing desigrvbuild and DBO solutions for new water and wastewater
treatment plants and the expansion of existing facilities.

« Technologies and Equipment. One of the greatest strengths of USFOS is our ability to improve the quality of
life for the citizens of a community through application of a wide range of treatment technologies—from basic
to cutting-edge—all while improving health protection and the environment. As the manufacturer of virtually
every technology used to treat water and wastewater, USFilter company experts provide unmatched technical
support and know-how.

Today, USFilter is North America’s largest water company providing the most comprehensive water
services and technology for commercial, industrial, municipal and residential water and wastewater
treatment customers.

Profects

As highlighted above, the USFOS DBO project approach combines all the separate strengths of our
company, focusing them on meeting the complete needs of our clients. Over the past few years our
company has carmied out a number of successful projects.

USiiifer
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USFilter Operating Services, Inc.

M

Some examples of projects include the following:

» Aflanta, GA - 20-year DBO project for the beneficial reuse and management and biosolids from the City's
three wastewater treatment plants.

 Lynn, MA - Client since 1989 with multiple contracts for O&M and design/build projects for the City's water,
wastewater and stormwater facilities and systems.

o Southern Water and Sewer District, Floyd County Southemn Water, KY - 20-year contract including the DBO
project for 21 miles of new water line, three water tanks and three water pump stations.

e Tampa Bay Water — DBO for new regional 66-MGD water treatment plant.
» Taunton, MA - DBO project renovations at the 8.34-MGD wastewater plant for tertiary treatment.
« Washington Borough, NJ — 15-year contract including DBO contract for new 1.2-MGD wastewater plant.

. Woonsocket, Rl ~ 20-year contract including DBO project for the upgrade/expansion of a 16-MGD secondary
wastewater treatment plant, including Biological Nutrient Removal.

- Speakers

Bill Rosenbaum, P.E.

Mr. Rosenbaum is Vice President of Municipal Design/Build Project Development with USFilter E&C. He
has over 28 years experience in the development, design, construction and operation of water and
wastewater projects. Mr. Rosenbaum has managed groups responsible for detailed design, development
of remediation technologies, turnkey construction and operation. He currently manages the USFilter E&C
group responsible for the delivery of design/build services, encompassing responsibility for concept
development, teaming arrangements, proposal phase design and pricing and sales support for all USFilter
municipal DBO proposals. This group also has process engineering responsibility from proposal phase
through startup of the completed project. Among other projects, Mr. Rosenbaum has been responsmle for |
the development of the Design/Build component of the following projects:

 Plymouth, MA - $23 million DBO project for a greenfield wastewater treatment facility

» Woonsocket, Rl — $15 miliion DBO project for the upgrade and expansion of an existing wastewater treatment
facility

» Tampa Bay, FL ~ $88 million DBO project for a new regional surface water treatment facility

o Lynn, MA - $65 million design/build project for sewer separation for the elimination of combined sewer
overflows

o Atlanta, GA - $52 million DBO project to provide for biosolids beneficial use at the City's three largest
‘wastewater treatment plants

* Indianapolis, Indiana - $1.5 billion project for management and operations of the City’s water supply, including
$20 million in capital improvements annually to be completed using a design/build approach

Presentation Outline .

Mr. Rosenbaum’s presentation will provide an explanation of why many cities have used the DBO concept
to carry out their projects. These reasons have typically included cost savings and the transfer of risk. The
savings have come from the designer, contractor and operator working together and using the total life
cycle cost to make decisions. The transfer of risk from a municipality to a private contractor has helped
cities achieve stable rates through fixed prices and operational performance guarantees of the new

USrilter | 2




USFilter Operating Services, Inc.
e ——

facilities. The City of Fayetteville has discussed concems about the use of State Revolving Loan funds, a
tight time-frame and questions regarding procurement. Mr. Rosenbaum's presentation will discuss
successful projects which have over come all of these issues.

Example Project

The City of Lynn, Massachusetts, has contracted with USFilter companies under multiple contracts over
the past 18 years. These contracts have involved providing O&M for the City's 15.3-MGD water treatment
plant, as well as their 25.8-MGD wastewater treatment plant. In 1990, USFOS oversaw a $53.8-million
upgrade to the City's secondary treatment at the wastewater plant. Between 1396 and 1998, USFOS also
oversaw $10 million in capital improvements at this same facility. . In addition, USFOS is currently
implementing $14 million in capital improvements for the wastewater facility under a three-year program,
using a design/build approach. The cument capital improvements program at the City's wastewater
facilities are being implemented using State Revolving Fund funds for financing.

In December 2000, the City awarded USFilter E&C a contract to design/build a system to mitigate
combined sewer overflows (CSOs) in the City's sewer system. Valued at $48 million, this nine-year capital
improvement project is believed to be the nation's first CSO design/build project and, according to City
estimates, is expecled to save in excess of approximately $300 million.

Pat McManus

Mr. Pat McManus is the former Mayor of Lynn, Massachusetts. During his tenure the City carried out
improvement projects to its water treatment plant, wastewater treatment plant and sewer collection system.
Pat is an attorney and provides consulting to companies and cities involved in public private partnerships.

Presentation Outline

Mayor McManus’ presentation will cover the City of Lynn’s expenence in using the design/build and DBO
concepts for water and wastewater plants and sewer line projects. The City of Lynn overcame many of the
challenges that the City of Fayetteville is now experiencing using State Revolving Loan funds, and dealt
with sewer line construction and repair type of issues that now face your City.

USkK:liter 3




NOTIFICATION LIST FOR DESIGN-BUILD-OPERATE WORKSHOP:

Mayor and City Council of Fayetteville, Arkansas
Fayetteville City Administration

Hugh Eamest

Steve Davis

Gary Dumas

Tim Conklin

Ray Boudreaux

Kit Williams

Dawvid Jurgens

Gary Coover

Peggy Vice

Coy Hurd
Chamber of Commerce-Mr. Bill Ramsey
Members of Media

Newspapers

Government Channel

City Web Site (?)
Engineering/Architectural Firms

U S Infrastructure

McClelland

Cromwell and Associates

Crafton Tull and Associates
Wastewater Project Consultants

Garver Engineers

McGoodwin, Williams and Yates

RIN Group

Black and Veatch

Burns and McDonneli

CH2M Hill

Environmental Consulting Operations
Financial Consultants

Dennts Hunt (Stephens, Inc.)
Arkansas Soil and Water Conservation Commission

Randy Young

Ron Hill

Scott Savoy

Mike Core
Arkansas Department of Environmental Quality

Mary Leath
Arkansas Department of Health

Robert Hart
Environmental Pollution Agency — Region 6

Richard Greene
Arkansas Municipal League

—>




Don Zimmerman
Representatives of Arkansas Municipalities
Mayor of Springdale
Mayor of Eureka Spnngs-Kathy Harrison
Mayor of Springdale |
Mayor of Rogers
Mayor of Bentonville
City of Silom Spnngs
Mayor of Farmington
Mayor of Greenland
Mayor of Goshen
Mayor of Elkins
Mayor of Johnson
Kent Myers of Hot Springs
City of Conway-Tab Townsend
Springdale Utilities-Rene Langston
Northwest Arkansas Regional Planning Commission
Jeff Hawkins
Uvalde Lindsey (Ozark Intemational Consultants)
Scnator Sue Madison (DBO Bill)
Steven Stewart (Congressman Boozman’s Office)
Senator Blanche Lincoln’s Office
Senator Mark Pryor’s Office
Washington County Judge
Jerry Hunton
John Gibson |
Fayetteville Citizens on City Clerk's e-mail list
University of Arkansas
Leo Yanda
Findlay Edwards
Concemed Citizens
John Lewis
Curtis Shipley
- Gary Head
Arkansas Highway and Transportation Department
Harold Beaver
Beaver Water District
Alan Fortenberry
Coleen Gaston




MEETING AGENDA
DESIGN-BUILD-OPERATE WORKSHOP
(Special Called City Council Meeting)
Fayetteville, Arkansas
July 8, 2003

N
WORKSHOP TIME AND DATE:

The Design-Build-Operate Workshop commences at 6:00 P.M. TUESDAY, July 8,
2003 (following an carlier City Council Agenda Session starting at 4:30 P.M.).

WORKSHOP LOCATION:

Sam M. Walton College of Business, University of Arkansas, Fayetteville, Arkansas-
Auditorium-Room RCED 120.

WORKSHOP OBJECTIVE:

Workshop presentations and discussions are centered on the means and methods by
which the City of Fayetteville could use a design-build-operate project delivery method
for 1its $125 million wastewater improvement project. Discussions, case histones,
comparative analyses and other aspccts of project delivery altematives will be discussed.

ANTICIPATED AUDIENCE:

Mayor and City Council of Fayetteville, Arkansas; Fayetteville City Administration;
Citizens of Fayetteville; State and Local Elected Officials; State and Local Organizations;
Members of Media; Arkansas Soil and Water Conservation Commission; Arkansas
Department of Environmental Quality; Arkansas Department of Health; Municipal
Consultants and Advisors

WORKSHOP AGENDA:

1) OPENING REMARKS AND WORKSHOP OVERVIEW (6:00-6:10 PM)
Mayor Dan Coody
City of Fayetteville
113 W. Mountain St.
Fayetteville, AR 72701
479-575-8330
mayor(@ci.fayetteville.ar.us




2) INTRODUCTION TO THE DESIGN-BUILD-OPERATE PROJECT
DELIVERY AND METHODOLOGY (6:10-6:25 PM)

Mr. James Binder, P.E., President Alternative Resources, Inc.
9 Pond Lane
Concord, MA 01742
978-371-2054

ibinder@alt-res.com

A general description of-the alternative project delivery system including: (A) definition
of the alternative process, (B) comparison of design-build-operate (DBO) process to the
conventional design-bid-build (DBB) process, (C) description of current alternative
project delivery applications in the water and wastewater industry and (D) presentation of
comparative advantages and disadvantage of each process.

3) LEGAL PERSPECTIVES (6:25-6:40 PM)

Mr. Eric Peterson Hawkins, Delafield & Wood
| Attorneys and Counselors at Law
67 Wall Street
New York, NY 1005
epetersen@hdw.com

A primer on the legal and contractual i1ssues associated with different project delivery
methods, including comparative risks, advantages and providers.

4) ALTERNATIVE PROJECT DELIVERY SYSTEM PROVIDERS AND
CASE HISTORIES:

A.l1  Operations Management International, Inc. (6:40-6:55 PM)

Don Evans, President 9193 South Jamaica Street, Suite 400
Englewood, CO 80112

Devans2@ch2m.com

A.2  (Operations Management International Project) (6:55-7:10 PM)
Dave Butler Former Mayor of Atchison, Kansas

Mr. Butler will describe the City of Atchison, Kansas’ experience using an alternative
project delivery method for the upgrading of the municipality’s water supply system.




B.1  U.S. Filter Engineering and Construction (7:10-7:25 PM)

Bill Rosenbaum, P.E. Vice President
Municipal Design/Build Project Development
US Filter Engineering and Construction
Airside Business Park
250 Airside Drive
Moon Township, PA 15108-2793
Direct: 412-809-6640
RosenbaumW @usfilter.com

B.2 US Filter Project Reference in LYNN, Massachusetts (7:25-7:40 PM)
Pat McManus Former Mayor of Lynn, MS
Mr. McManus will descnibe the City of Lynn, Massachusetts’ experience using design-
build and design-build-operate concepts to address vanous municipal projects over a

period of 18-years. The presentation will include an overview of the challenges that were
addressed relating to funding programs, sewer line construction and system repair issues.

5) BREAK (7:40-7:55 PM)

6) IMPLEMENTATION STRATEGY USING A DESIGN-BUILD-OPERATE
CONCEPT-FAYETTEVILLE, ARKANSAS (7:55-8:10 PM)

Mr. James Binder, P.E. Alternative Resources, Inc.
9 Pond Lane
Concord, MA 01742

978-371-2054
jbinder@alt-res.com

This discussion will be focused upon the Fayetteville Wastewater System Improvement
Project with specific responses to: (A) 1ssues associated with implementing a DBO
procurement, (B) potentials for cost savings, (C) scheduling implications,(D)
coordination with the Revolving Loan Fund, (E) perception of EPA perspectives towards
DBO methodology, (F) description of a conceptual process for Fayetteville’s project, (G)
predicted schedule using alternative project delivery method and (H) future actions
needed to evaluate altemative approach.

7) QUESTION AND ANSWER PERIOD (8:10-9:00 PM)

Mayor Dan Coody Moderator

* WORKSHOP CONCLUDES AT 9:00 P.M. *




Biography
James J. Binder, P.E.

Alternative Resources, In c.

9 Pond Lane
Concord, Massachusetts 01742
(978) 371-2054
(978) 371-7269

Mr. Binder is President of Alternative Resources, Inc. He is a graduate of
Northeastern University, Boston, Massachusetts where he received both BS
and MS degrees in Mechanical Engineering. He is a member of the Water
Environment Federation and the National Council for Public-Private
Partnerships. Mr. Binder is a registered professional engineer in eight states
and has some 29 years of consulting experience, the past 20 years of which
he has specialized in implementing DBO procurements for the management
of municipal solid waste, water, wastewater, and residuals. Examples of
recent water and wastewater DBO projects Mr. Binder has managed and/or
served as principal-in-charge include Stockton, California, Sioux City, lowa,
Taunton, Gardner, and Plymouth, Massachusetts, Westerly and Smithfield,

Rhode island, Naugatuck, Connecticut, and Chester Borough, New Jersey.
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Eric S. Petersen
Law Partner
Hawkins, Delafield & Wood

Eric Petersen heads the ten-attorney Public Contracts Group at the
municipal law firm of Hawkins, Delafield & Wood in New York. He has, on
behalf of municipal government, been the lead negotiator in more than 100
public works contract procurements resulting in design, construction,
operation and management contracts with private service providers nationally
and internationally valued at several billion dollars. Mr. Petersen has
represented New York, San Diego, Massachusetts Water Resources Authority -
(Boston), Charlotte, Los Angeles, Halifax, San Juan, St. Louis, Narragansett
Bay Commission (Providence), Montreal and Fresno, among numerous other
cities, countnies, distrncts, authorities, states and sovereign governments in his
29-year legal practice, which has encompassed all forms of public-private
arrangements under which public works facilities are owned, built, operated
and financed. As special counsel, he was the chief architect of the
groundbreaking Cranston, Rhode Island wastewater project privatization and
related USEPA approvals in which a private company contracted for the design
and construction of tertiary treatment upgrades and for the long-term
operation, maintenance, repair and replacement of Cranston’s plant and sewer
system. In Seattle, Mr. Petersen authored the Tolt River design-build-operate
water treatment plant contract as special counsel to the City, the first
transaction of its kind in the water industry. He has also served as special
counsel to Stockton (CA), Fulton County (GA), Laredo (TX), Puerto Rico
Aqueduct and Sewer Authority (PRASA), Springfield (MA), Sacramento (CA),
San Jose (CA), Lynn (MA), Naugatuck (CT), Waterbury (CT), Newport (RI) and
several other municipalities in successfully completed water and wastewater
project procurements. He currently represents Phoenix (AZ), Spokane
County (WA), Lawrence (MA), San Diego County Water Authority (CA) and
Holyoke (MA) as special contract counsel on active water and wastewater
project procurements. Mr. Petersen is a co-founder of the U.S. Conference of
Mayors’ Urban Water Council. He makes regular presentations at conferences
organized by the Council and by AWWA/WEF (Joint Management Conference),
the Design/Build Institute of America, the National Council for Public-Private
Partnerships, the International City Managers Association and other forums on
legal, environmental, tax and financing topics critical to the water and
wastewater industry, and has authorized numerous articles in the field.

339158.1 001098 MSC
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Don S. Evans

President and Chief Executive Officer,
Operations Management International Inc.

. ONMi

- President, CH2M HILL Water Business Group

Profile

Don S. Evans has served as President and Chief Executive Officer of Operatioml;
Management International, Inc. (OMI) since 1986. He also is President of CH2M HILL's
Water Business Group, having assumed that group’s leadership in 1995.

Mr. Evans is a career employee at CH2M HILL, joining the firm in 1973. During his
career, he has been an executive, project manager, process engineer, and construction
services manager in the water, wastewater and public works industry. He also has
considerable expertise in the wastewater collection field, including infiltration/ inflow,
computer modeling, systems evaluation and rehabilitation, and capital improvements.

As president and chief executive officer of OMI, Mr. Evans manages 1,500 associates
who operate, maintain and manage more than 180 water, wastewater, solid waste, and
public works projects around the world. His dream has been to create an environment
where people can’t wait to get to work in the morning. He has fulfilled that dream by
supporting OMI’s unique commitment to quality and client service. OMI's operating
creed, Quality as a Business Strategy, helped OMI earn the 2000 Malcolm Baldrige
National Quality Award. OMI is one of only nine service companies to win the award,
and is the only water services firm ever to win the award.

As president of the CH2M HILL Water Business group Mr. Evans works with more than
1,000 people worldwide delivering engineering and consulting services to water
companies, utilities, governments and industries.

Mr. Evans holds bachelor’s and master’s degrees in civil engineering from Stanford
University, and a master of business administration degree from Stanford.

Evans_Don
Rev. 070303




USFilter Operating Services, Inc.

Company Profile

USFilter Operating Services, Inc. (USFOS) is a part of the United States Filter Corporation (USFilter), North
Amenca's largest water company providing the most comprehensive water services for commercial,
industnal, municipal and residential customers. The company delivers cost-effective, reliable systems
guaranteed for quality, safety and compliance—providing water services to approximately 13.9 million
people in more than 600 communities, and hundreds of thousands of industries and businesses.

The Engineenng News Record lists USFilter as #1 among the Top 200 Environmental Firms in the
U.S.—a record that the company has held over the past three years.

Whether it's bottled water service for homes, sophisticated water treatment technologies for manufacturers,
centralized treatment and resource recovery, or the design, construction, operation and financing of entire
water and wastewater management systems, USFilter delivers cost-effective, reliable systems to meet our
customers requirements for quality, safety and environmental compliance.

Through the design/build/operate {DBO) service delivery option, USFOS brings together these resources
and capabilities to deliver municipal clients a comprehensive approach that includes:

o Operations, Maintenance and Management (O&M). USFOS has more than 50 years of expenience in
providing O&M services to govemmental and industnal clients throughout North Amernica. Our firm cumently
manages more than 550 municipal and industnal facilities, serving a client base of over 380 govemmental and
industrial clients. USFOS’ wastewater experience includes wastewater plants simitar in size the City of
Fayetteville's Paul R. Noland Wastewater Treatment Facility. Examples of clients from surrounding states
include Oklahoma City, OK, Bartlesville, OK, and New Orleans, LA.

o Engineering and Construction. USFilter Engineering and Construction (USFilter E&C} is the USFilter
company that delivers comprehensive engineering, construction management and related services. They
have over 90 years of expenience in the design and construction of water and wastewater treatment facilities.
in that tme, USFilter E&C has provided services for literally hundreds of govemmental and industrial client.
They are also leaders in implementing design/build and DBO solutions for new water and wastewater
treatment plants and the expansion of existing facilities.

o Technologies and Equipment. One of the greatest strengths of USFQS is our ability to improve the quality of
fife for the citizens of a community through application of a wide range of treatment technologies—{rom basic
to cutting-edge—all while improving health protection and the environment. As the manufacturer of virtually
every technology used to treat water and wastewater, USFilter company experts provide unmatched technical
support and know-how.

Today, USFilter is North Amenca's largest water company providing the most comprehensive water
services and technology for commercial, industrial, municipal and residential water and wastewater

treatient customers.

Projects

As highlighted above, the USFOS DBO project approach combines all the separate strengths of our
company, focusing them on meeting the complete needs of our clients. Over the past few years our
company has carmed out a number of successful projects.

USFilter




USFilter Operating Services, Inc.
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Some examples of projects include the following:
s Atlanta, GA - 20-year DBO project for the beneficial reuse and management and biosolids from the City's
three wastewater treatment plants.

e Lynn, MA - Client since 1989 with multiple contracts for C&M and design/build projects for the City's water,
wastewater and stormwater facilities and systems.

» Southern Water and Sewer District, Floyd County Southern Water, KY — 20-year contract including the DBO
project for 21 miles of new water line, three water tanks and three water pump stations.

» Tampa Bay Water — DBO for new regional 66-MGD water treatment piant.
o Taunton, MA - DBO project renovations at the 8.34-MGD wastewater plant for tertiary treatment.
e Washington Borough, NJ — 15-year contract inctuding DBO contract for new 1.2-MGD wastewater plant.

» Woonsocket, Rl - 20-year contract including DBO project for the upgrade/expansion of a 16-MGD secondary
wastewater treatment plant, including Biological Nutrient Removal.

Speakers

Bill Rosenbaum, P.E.

Mr. Rosenbaum is Vice President of Municipal Design/Build Project Development with USFilter E&C. He
has over 28 years experience in the development, design, construction and operation of water and
wastewater projects. Mr. Rosenbaum has managed groups responsible for detailed design, development
of remediation technologies, tumkey construction and operation. He currently manages the USFilter E&C
group responsible for the delivery of design/build services, encompassing responsibility for concept
development, teaming arrangements, proposal phase design and pricing and sales support for all USFilter
municipal DBO proposals. This group also has process engineering responsibility from proposal phase
through startup of the completed project. Among other projects, Mr. Rosenbaum has been responsible for
the development of the Design/Build component of the following projects:

e Plymouth, MA - $23 million DBO project for a greenfield wastewater treatment facility

« Woonsocket, Rl - $15 million DBO project for the upgrade and expansion of an existing wastewater treatment
facility

» Tampa Bay, FL — $88 million DBO project for a new regional surface water treatment facility

s Lynn, MA - $65 million design/build project for sewer separation for the elimination of combined sewer
overflows

o Atlanta, GA - $52 million DBO project to provide for biosolids beneficial use at the City's three largest
wastewater treatment plants ‘

« |ndianapolis, indiana — $1.5 billion project for management and operations of the City's water supply, including !
$20 million in capital improvements annually to be completed using a design/build approach

Presentation Outline

Mr. Rosenbaum’s presentation will provide an explanation of why many cities have used the DBO concept
to carry out their projects. These reasons have typically included cost savings and the transfer of risk. The
savings have come from the designer, contractor and operator working together and using the total life
cycle cost to make decisions. The transfer of risk from a municipality to a private contractor has helped
cities achieve stable rates through fixed prices and operational performance guarantees of the new

USFifter | 2 |
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USFilter Operating Services, Inc.
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facilities. The City of Fayetteville has discussed concems about the use of State Revolving Loan funds, a
tight time-frame and questions regarding procurement. Mr. Rosenbaum's presentation will discuss
successful projects which have over come all of these issues.

Example Project

The City of Lynn, Massachusetts, has contracted with USFilter companies under multiple contracts over
the past 18 years. These contracts have involved providing O&M for the City's 15.3-MGD water treatment
plant, as well as their 25.8-MGD wastewater treatment plant. In 1990, USFOS oversaw a $53.8-million
upgrade to the City's secondary treatment at the wastewater piant. Between 1996 and 1998, USFOS also
oversaw $10 million in capital improvements at this same facility. In addition, USFOS is cumently
implementing $14 million in capital improvements for the wastewater facility under a three-year program,
using a design/build approach. The current capital improvements program at the City's wastewater
facilities are being implemented using State Revolving Fund funds for financing.

In December 2000, the City awarded USFilter E&C a contract to design/build a system to mitigate
combined sewer overflows (CSOs) in the City's sewer system. Valued at $48 million, this nine-year capital
improvement project is believed to be the nation's first CSO design/uild project and, according to City
estimates, is expected to save in excess of approximately $300 million.

Pat McManus

Mr. Pat McManus is the former Mayor of Lynn, Massachusetts. During his tenure the City cammied out
improvement projects to its water treatment plant, wastewater treatment plant and sewer collection system.
Pat is an attomey and provides consulting to companies and cities involved in public private partnerships.

Presentation Outline

Mayor McManus' presentation will cover the City of Lynn's experience in using the design/build and DBO
concepts for water and wastewater plants and sewer line projects. The City of Lynn overcame many of the
challenges that the City of Fayetteville is now experiencing using State Revolving Loan funds, and dealt
with sewer line construction and repair type of issues that now face your City.




NOTIFICATION LIST FOR DESIGN-BUILD-OPERATE WORKSHOP:

Mayor and City Council of Fayetteville, Arkansas
Fayetteville City Administration

Hugh Earnest

Steve Davis

Gary Dumas

Tim Conklin

Ray Boudreaux

Kit Williams

David Jurgens

Gary Coover

Peggy Vice

Coy Hurd
Chamber of Commerce-Mr. Bill Ramsey
Members of Media

Newspapers

Government Channel

City Web Site (7)
Engineering/Architectural Firms

U S Infrastructure

McClelland

Cromwell and Associates

Crafton Tull and Associates
Wastewater Project Consultants

Garver Engineers

McGoodwin, Williams and Yates

RIN Group

Black and Veatch

Burns and McDonnell

CH2M Hill

Environmental Consulting Operations
Financial Consultants |

Dennis Hunt (Stephens, Inc.)
Arkansas Soil and Water Conservation Commission

Randy Young

Ron Hill

Scott Savoy

Mike Core
Arkansas Department of Environmental Quality

Mary Leath
Arkansas Department of Health

Robert Hart
Environmental Pollution Agency — Region 6

Richard Greene
Arkansas Municipal League




Don Zimmerman
Representatives of Arkansas Municipalities
Mayor of Spnngdale
Mayor of Eureka Springs-Kathy Harrison
Mayor of Springdale .
Mayor of Rogers
Mayor of Bentonville
City of Stlom Springs
Mayor of Farmington
Mayor of Greenland
Mayor of Goshen
Mayor of Elkins
Mayor of Johnson
Kent Myers of Hot Spnings
City of Conway-Tab Townsend
Springdale Utilities-Rene Langston
Northwest Arkansas Regional Planning Commission
Jeff Hawkins
Uvalde Lindsey (Ozark International Consultants)
Senator Sue Madison (DBO Bill)
Steven Stewart (Congressman Boozman’s Office)
Senator Blanche Lincoln’s Office
Senator Mark Pryor’s Office
Washington County Judge
Jerry Hunton
John Gibson
Fayetteville Citizens on City Clerk's e-mail list
University of Arkansas
Leo Yanda
Findlay Edwards
Concemed Citizens
John Lewis
Curtis Shipley
- Gary Head
Arkansas Highway and Transportation Department
Harold Beaver
Beaver Water Distnct
Alan Fortenberry
Coleen Gaston
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WHAT ARE THE
BENEFITS OF
DESIGN-BUILD?

The benefits to be gained in
establishing c well-designed and

o)
B

smanaged Design:Build process |
include the following:

T

_ oJs7p'o
With both design and consiruction in the
hands of a single entity, there is o single
point of responsibility for quality, cost and
schedule adherence. The design-builder is
mativated to deliver o successhul project by
fulfilling multiple poralle! objectives, indud-
ing oesthetic and functional quality, bud-
get, and schedule for timely completion.
With design-build, the owner is oble to
focus on scope/needs definition and fimely
decision-making, rather than on coordina-
fion between designer and builder.

Qoollty Thesingulorized responsi-
bility inherent in design-build serves as o
motivation for quality and proper project
performance. The Owner’s requirements
ond expectotions are documented in per-
formance terms and it is the design-build
entity’s responsibility to produce results
occordingly. The Design-Builder worrants
to the Owner that it will produce design
documents that are complete and free
from error. (By contrast, with “tradikioncl”
design-bid-build, the Owner warronts to
the Controctor that the drawings and
specificotions are complete and free from
error. Because it is the Owner’s warronty
for the design documents under design-
bid-build, the troditionol opproach relies
on restrictive controct language, oudit
and inspection and occasionally, the legal
system, to ensure final project quality.)

Pb iy

Cos?t Soviags Designahdcon*
struction personnel, working and commu-
nicating os o team, evaluate alfemative
materials and methods efficiently and
occurately. Value engineering ond con-
structability ore utilized: continuously,and
more effectively whenlthe'designers and
contractors work as onelteam during the
enﬁramgn process!

Time Saviags Because design
and construction are overlapped, and
becouse bidding periods and redesign
are eliminoted, total design and constryc-
tion fime can be significantly reduced.
Design-build is ideal for the application of
“fast Track” construction techniques.
With design-build, materials/equipment
procurement and construction work can
begin before the construction documents
are fully completed. The resulting time
savings translotes into lower costs ond
earlier utilizotion of the completed focility.

Redouced

Borden

Potential for
Admiaistrotive
During procurement, the potential exists
for design-build to reduce the Owner’s
administrotive burden; however, prepar-
ing RFPs and conducting evaluations can
be resource intensive during the eary
learning curve. During octuol design and
construction, the Owner is not required to
inves! time and money coordinating and
arbitrating between separate design and
consiruction contracts, but rather is able
to focus on timely decision making.

=
o L

- K

Eorly Kaowledge of
Guoronteed con-
struction costs are known far eardier than
in other delivery systems. The entity
responsible for design is simultaneously

Flram Costs

estimating construchion costs ond can

accurately conceptualize the completed

project. Staged controcting for design-
build services offords the Owner one or

more “go, no-go® decision points during

design. The decision to proceed with the

project is made before substantiol design
expenditure and with firm knowledge of
the final cost.

Improved Risk

Performonce
aspects of cost, schedule and quality are
clearly defined and responsibilities/risks
ore appropriately balanced {individual
risks are managed by the party best‘;ipsi-
tioned to monage that risk). Chungaé\

Mooogement

orders due o “errors and omissions” ore

virtually eliminated, because the design-
builder has responsibility for developing
drawings ond specifications os well os
constructing o fully-functioning facility.

L A
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DEFINING
DESIGN-BUILD
PROJECT DELIVERY

Design-Build is a method of project deliv-
ery in which one entity (design-builder)
forges a single contract with the owner to
provide for architectural/engineering
design services and construction services.
(Design-build is also known os
" design/construct and single source
responsibility.}

By contrast, with the "traditional”
design-bid-build approach, the Owner

commissions an architect or engineer to

prepare drawings and specifications
under a design contract, and subsequently
selects a construction contractor by com-
pefitive bidding (or negotiation) to build

In its recent study on dasign-built;l,
the American Society of Civil Engineers
maintains thot “Design-build hos been
used successhully on complex power plant
ond chemical process facilities and on

simple straightforward office buildings
end fomily housing. In foct,” cloims the
ASCE report, “There is no reason that
design-build cannot be used on most
types of construction projects, including
tradifional civil infrastructure projects.”
AlA, ASCE and others cite 0 number
of reasons why owners and the A/E-con-
struction community are considering
design-build. Primary omong these are:

other contract-related activities, Irends
and philosophies. for example, design-
build, design-bid-build and construction
management are the three project deliv-
ery systems most commonly employed in
North America. Partnering and total qual-
ity monogement (while they can be excel-
lent toots when appropriately applied} are
not project delivery systems.

During the past decode, the use of
and interest in design-build in the

“Classical” Project Deliveary

{Design-Builder warronts ko Owner that dasign
documents are complete and free from error)

Procrem

Negolioton Comperitive
r

.(E)wner-driven demands for better

quality and continuous improvement

. in project delivery and in the fina

product;

Interest in saving fime and money,
such os through o process wherein
constructability is o key concemn from
the ouhet;

Desire to avoid the legal entangle-
ments of adversarial relationships;
Need to realign the responsibilities
and risks on a project, by dividing
responsibilities/risks according to the
party most capable of managing
those risks;

Response to the restructuring of
American business and the increased
influence of global markets/foreign
compehtion.

s introductory Design-Build Institute of

ica (DBIA) publication is designed to

give the reoder an overview of the process
and some of the proctical reasons behind
design-build's increosing popularity.

“Troditional” Project Delivery

(Owner warranh to Controctor that design
documents are comples and free from error)

Prog*n*n Progmm

Design Design

United States has greatly accelerated, P Proposals/
v . . . v Works oadin
making this delivery method one of the Evoluations reirs o which A o' MJ; D”o 9!
. e . . . kem i COUN rGwings FOWINg
most significant trends in the design and Uf‘:u"'Bw'ﬂ \ Controct Cost Nilahy Soccs Specs
. . . 1ot
construction industry. According to the | Y
. . . . Design-Build Bids Budgers
Americon Institute of Architects Proctice Peoyec
Memo, “Design-Build is oftracting o lot of Delivery * Subcontroct Bids
aftention, because owners, including gov- Design-Build
emment agencies, are finding it attractive Construct Construc!
. Design-Build
[for] complex and unusual projects, §
because il...eliminates some of the major D"':::"" Controct Cost
: . . ol Foe-Typeo
ms in gettin ilt. .
seams in getting a project by —
Manogemaent

NS



CAVEATS: WHAT
SHOULD THE OWNER
WATCH OUT FOR?

Complesity eof the
Process Design-build project deliv:
ery requires careful plonning ond profes-
sional execution to be successhul. The
Owner should choose o design-build
process variation based on factors such
os the project’s complexity, funding,
design intent, responsibility/risk allocation
and other important issues. For owners
who do not have in-house personnel with
expertise in preparing and administering
design-build requests for proposals (RFPs)
and contracts, an owner’s design-build
consultont (sometimes called design crite-
ria professionals) may be retained to pre-
” pare scope déﬁﬁigion ur:}d RFP documents,
1 :and.to provide odditional consulting ﬁ
-services a3 neem1 4 E

S -1 ——

Chollenge ia

Coavertinog Owoer
Needs to Performaace-
Bosed [ongovaoage Preparinga
statement of kacility requirements {some-
times colled the design criteria packoge)
that is comprehensive enough to assure
complionce by the offerors, but avoids
overly restrictive requirements or detoils
that would inhibil creative solutions, is the
most challenging aspect of preparing o
design-build RFP. When fucility require-
ments are stated in performance terms
and related to recognized industry ston-
dards, the approach not only provides
fexibility to the offerors in meeting the
desired objectives, but it fixes responsibili-
ty upon the design-builder in clearly
understood performance terms.

Avollobllilty of Desigo
liobkility tasorcoce
ood/or Performence
ood Poymeat Boonds
Certain insurance carriers ond bond
sureties moy not be familiar with design-
build. This con lead to some hesitation
obout providing these services on design-
build contracts. The parties to o design-
build contract need to make sure that
adequate coveroge exists in both the pro-
fessional liability and surety arenas.

.; 3313
2govemment, many states and local gov-

WHO USES
DESIGN-BUILD?

Design-build is the project delivery system
of choice on more than 50 percent of the
non-residential construction projects in the
European Community and is used on
more than 70 percent of the non-residen-
tial projects in Japan, according to recent
industry publications.

In the United Stotes, the private sec-
tor’s use of design-build has been
increasing in frequency and application
during the post thirty years. Design-build
is being used in a wide arroy of commer-
cial and inshiutional applications including
hospitols, educational focilities, office
buildings, retoil centers and hotels. Design-
build has also been used for decodes in
the industrial and power sectors.

v Inthe U.S. public sector, the federal

SRS rments employ design-build contracting

for a significont percentoge of their build-
ing programs. In the seven years from
1986 to 1992, total use of design-build
in the public and privote sectors grew
172%, from $18 billion to $49 billion
{Engineering News-Racord 1993 Report).
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How Is A
DESIGN-BUILD ENTITY

SELECTED?

The traditional method of selecting o
Design-Builder has been direct selection.
This technique permits the early involve-
ment of the Design-Build entity with the
Owmer as critical initial decisions are
made and preserves the full range of ben-
efits thot design-build con provide.

The public sector and some private
owners may be prevented from uhlszmg
direct selection. The methods mosl ]
monly utilized by public ogencuq (cmd by
some private owners as well) hove 9)
negotiated selection, cost/deslgn competi-
hons and blddmg.

A summoary of these selection
methods follows:

Direct Selection The
Design-Builder is selected directly by
the Owner on the basis of such factors
as reputation, technical and monageriol
qualifications, post performance, ond
prior associotion. Direct selection is
most commonly utilized by privote

sector owners.

Negotioted Selection

A number of Design-Builders are prequal-
ified or interviewed, with selection based

- upon the same criterio noted in direct

selection plus additional factors such as
preliminary design solutions, fees to be
charged, recent comparable costs, per-
sonnel to be assigned to the project, and
scheduling commitments. As with direct
selection, the negotiated source selection
approach is most commonly utilized by
privote sector owners; however, mojor
federal agencies (GSA, Corps of
Engineers, U.S. Postal Service) are also
adopting this method on certoin projects.

Cost/Desigan
Competitions
shortlisted on o qualifications bosis and
requested to submit o qualitotive proposal
ond firm price. The Owner establishes an
evoluation system for quolitative features

Proposers are

and for price. The technical proposcls are
received by the Owner with the price sub-
mitted simultanecusly but separately. The
Owner reviews each technicol proposal,
then price, and makes selection based
upon previously stated selection criterio.

[, i ' [
('wsf Cnl[ﬂ;:\rfl‘honr

Typacnlly, specific desngn concepts ore
issued as o part of the criteria package.
The selected firm’s role in design is more
that of a detailer than conceptualizer.
Frequently, proposals are solicited only
from prequolitied design-builders. The
proposals are evaluated, deemed to meet
the bose criterio, and oword is mode to
the low bidder. This process eliminotes
two ot the most adventogeous fectures of
design-build competitions: multiple design
solutions and innovations in
materials/systems.

Thls Py
method of evaluohon}mostlclosely resem- [ 1!

blas thn dmugn buj bunld . process. \;—ﬁ 5

WHAT TYPES OF
CONTRACTS ARE USED?

The treditional design-build contract for-
mot has been o two-part, lump sum
arrangement. Port one authorizes prelimi-
nary design sufficient to determine the
fina! cost and to conceptually describe the
project. Part two completes the design
and outhorizes construction. Many voria-
tions of this method exist in the market-
ploce. The “two-part” approach con be
expanded 1o ollow for incremental release

of oddrh?nﬂl daslgn |_F_-}
Smglo-purt |ump sum conlruds ore

/ most cornmonly uﬂnzﬁ with o&s.tfdesugn

or cost cum\‘p‘éhhon selection methods, In
some instonces, however, o cost plus fee
or guaraonteed moximum price arrange-
ment is used in lies of a lump sum con-
tract. Regardless of the type of design-
build contract chosen, it must be tailored
to the needs of the owner and the project.

SUMMARY

This document is intended os an introduc-
tion to the concept of Design-Build and
the benefits it can provide. A more thor-
ough discussion of the details of imple-
menting o Design-Build project or pro-
gram con be found in DBIA companion
documents entitled:
* “The DesignBuild Process Utilizing
Competitive Selection”

* “The Design-Build Process Utilizing
Negotiated Selection”

o “Design-8uild Definitions*

\




Note: The tolowing definitions are arvonged in otphao-
betical order. it is hoped thot the small number of
entriecs, used together with thy DRIA family of process

documents, will anablo tho uses to uomli!y locate and

undeérstand a spedfic definition in coarext.

Acjusied Low Sid: A form o haot viihug welncion in which qunlixin.g
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BENEFITS/CAVEATS IN THE USE
OF DESIGN-BUILD

The benefits to be gained in establishing a
well-designed and -managed Design-Build
process include the following:

Siagolar Responsibility Withboth
design and construction in the hands of a single entity,
there is a single point of responsibility for quality, cost
and schedule adherence. The design-builder is motivat-
ed to deliver a successful project by hulfilling multiple
porallel objectives, including cesthetic and functional
quality, budget and schedule for completion. With
design-build, the owner is able to focus on scope/needs
definition and Emely decision-making, rother than on
coordinction between the designer and builder.

Qoality Thesingulanzed responsibility inherent in
Design-Build serves as a motivation for high quality and
proper project performance. Tha Owner’s requirements
and expectations are documented in performance terms
and it is the Design-Builder's responsibility to produce
results accordingly. The Design-Builder “worrants® to the
Owner that the design documents are complete ond free
from error. (By controst, with “traditional” design-bid-
build, the owner “worrants® to the controctor that the
drawings and specifications are complete and free from
error. Because of the owner’s worranty under “iradition-
ol* design-bid-build, the approach relies on restrictive
contract languoge, extensive oudit and inspection and
occasionally, the legal system, to ensure final

project quality.)

Cost Sovings Designond construction per-
sonnel, working and communicating as o team, evaluote
allernative materiols and methods efficiently and accu-
rately. Value engineering and constructability are uti-
lized more effectively when the designers ond contrac-

tors work as one team during the design process.

Time Soviags Becausedesign and conshruc-
tion ore overlapped, ond becouse bidding periods and
redesign time ore eliminated, totol design and construc-
tion time can be significantly reduced. Design-

Build is ideal for the application of “Fast Track® con-

struction techniques. With Design-Build, procurement
and construction work begin before the working draw-
ings are fully completed. The resulting time savings
translates into lower costs and earier utilization of the

completed faciliry.

Redvced Administrotive Bordeo
Because design-build is an integrated and streamlined
process, the Owner’s administrative burden can be
reduced. The Owner is not required to invest time and
money coordinating and arbitraling between separote
design and construction contracts, but rather is able to
focus on scope definition ond timely decision making.
Eorly Koowledge of Firm Costs
Guaranteed construction costs are known kar eadier
than in other delivery systems. The entily responsible for
design is simultanecusly estimating construction costs
and can accurately conceptualize the completed project.
Two-part contracting for Design-Build services affords
the Owner o “go, no-go” decision point at the comple-
tion of preliminary design. The decision to proceed with
the project is made before substantial design expendi-
lure and with firm knowledge of the finol cost.

Risk Manogemeo! Quality, cost ond
schedule expectations are clearly defined and appropri-
ately balonced (individual risks ore managed by the
porty best positioned to manage that risk). Change
orders due to drawing and specification errors are elim-
inated because the correction of such errons is the
responsibility of the Design-Builder, not the Owner.

Mioimized Plananing Time ood
£xpease When the Design-Builder is selected
through a negotiated process, both time and money ore
soved. Negotiated Design-Build selection avoids the
requirement for the Owner to unilaterally complete all
programming, project criteria and definition in order to
conduct a meaningful and fair competition. The benefi-
ciol input of the Dasign-Builder during the critical plan-
ning ond conceptual stoge is preserved. The time and
cost of o proposal competition con be avoided.

Yha PBaslan.Build Pruiava Hetllslan Haonarlnted €alarilns




Caveats to be considered in an effort to ensure
a successful Design-Build process include the

following:

Complexity of the Process
Design-build project delivery requires careful planning
and professional execution to be successful. The Owner
should choose o design-build process variation based
on factors such os the project’'s complexity, funding,
design intent, responsibility/risk allocation ond other
important issues. For owners who do not have in-house
personnel with expestise in preparing and administering
design-build RFPs and contracts, an owner’s design-

build consultant (sometimes colled design criteria profes-

sionals) may be retained to prepare scope definition
and RFP documents, and to provide additional consult-
ing services as needed.

Avoillability of Desigsn
Liability losorococe ood/or
Performogoce oanod Poymea!

8 0ads Ceruininsurance carriers ond bond sureties
may not be familiar with design-build. This can lecd to
somo hesitotion about providing these services on
design-build contracts. The parties lo a design-build con-
tract need to moke sure that odequate coveroge exists in
both the professional liability and surety areos. -

OVERVIEW OF THE PROCESS

The delivery steps for o Iyp.icul Design-Build project are
described in broad terms below. Each project is unique
and accordingly, clternatives and refinements would

modify these steps.

Strategic Focility Plonanlong

» The Owner identifies the prospective project in broad,
business-like ferms. In some coses, needs are estab-
lished in terms of project area, population, technology
content, performance criteria, efc. A site may have
been identified.

e The Owner determines that Design-Build is the
desirable delivery process for the project. This
determination may be mode ot the very outset; it
may be the result of exploration of altemative deliv-
ery systems; or the design process may be initiated
before making a commitment to Design-Build.

Seleaction of Desiga-Ballder
e Two or more potential Design-Builders are identi-

led. A “short” list is developed based upon factors
such as reputotion, capacity, project personnel, etc.

o  The short listed Design-Builders are interviewed and
evaluated against criteria established by the Owner.

e A single Design-Builder is tentatively selected.
Contract language and terms are negotiated ond a
controct is executed. It is common to execute the
Design-Build contract in two parts. Part One autho-
rizes design sufficient to define the project and fix
the price. Part Two completes the design documents
and the construction work. This split contract feature

ollows the Owner a convenient check point before
committing to complete the project.

Prograom Defialtion

o The Design-Builder joins with the Owner in the
estoblishment of overoll project objectives, target
budgets, site evaluation/selection, development of
project program, and establishment of schedules
and milesiones dates. Programmatic and prelimi-

nary design begins.




The Design-Builder’s knowledge of construction
costs, scheduling, constructability, availability of
materials ond equipment, and similar foctors ore
combined with the design process. Design decisions
proceed integrally with construction factors. Cleor
responsibility for budget, schedule, and perfor-
mance of the finished product is now established.

Desigo-80ild Cootroct Award

Well before drawings are complete and typically os
early as the concept phase, o Lump Sum price (or
Guaranteed Maximum Cost} is estoblished by the
Design-Build entity, and contracts are executed.

Construction begins and continues in the customary
manner but is enhanced by the singularization of
design ond construction responsibility, by the conti-
nuity between early design decisions and the con-
struction process, by the absence of cloims for
errors or omissions, and by the increased schedule
momentum of Design-Build.

The foregoing process is also applicable to the
direct selection of a single Design-Build entity {sole
source) without consideration of other competitors.
In such cases, the procurement steps listed cbove
would be combined and discussions held with o
single Design-Build entity, instecd of with multiple

offerors.
T

APPLICABLE
PROJECT SITUATIONS

Negotiated Design-Build is applicable to a broad range
of building and focility development projects. In particu-
lor, office buildings, data centers, retail buildings,
distribution centers, process plonts, medical buildings,
educational facilities, ecclesiastical buildings, sports and
entertainment focilities and correctional facilities are
beinq‘wccesshl}y delivered by Design-Build. In oddi-
tion, negotiated design-build may be used for industrial,
environmentol and civil infrastructure projects. .

Tha Raclan.Balld Peasass Heillsloe Hesatlatad Calasilna




APPLICABLE PuBLIC POLICY

The ability to utilize negotiated design-build procure-
ment for private projects is essentially unrestricted, while
public agencies wishing to utilize negotiated procure-
ment may have legal hurdles to overcome. Such restric-
tions arise from the legal requirements (such as state

procurement and licensing kaws) that have not kept pace

with changes in the market. Some sictes ond federal
agencies have recently made substantial progress in this
area and are capable of making negotiated and qualiki-
cahons-based selections for design-build services.

To promote the more widespread and consistent
use of design-build by public agencies, the American
College of Construction Lawyers {ACCL) and the
Building Futures Council (8FC) have developed a Model
Procurement Code for odoption by state and local gov-
emments. It provides excellent guidance in the areas of
establishing criteria, soliciting proposals, and making
awards. It is expected that many states will consider it
for odoption, resulting in the uniform and consistent

implementation of design-build procurements. m

DESIGN-BUILDER
SELECTION PROCESS

The process of selecting a Design-Build entity by qualito-
tive means can range from very formal to quite simple.
The method selected is a function of the requirements of
the Owner organization, familiarity with design-build
and previous relationship with design-build practitioners.
The overriding objective is to select the most quali-
fied firm available. The following criterio may be con-
sidered when moking this assessment, and can be used
as a basis for a formal Request for Qualifications (RFQ):

* Depth of resources
*  General reputation

* Maonagement plon and project organization

e Current capacily relative 1o managemenl,

personnel ond physical resources
* Financial capability and bonding capacity

* Previous experience of the Design-Build teom
for similar projects

*  Previous experience of the Design-Build team
members working together

* History of disputes/litigation

* Innovation and creative problem solving
* Special knowledge

¢  Project approach

* Key personnel committed to the project
e Ability to adhere to schedule

¢  Quality assuronce and safety plan

*  Location of design-builder{s) relative to site/owner




These considerations are opplicable to virtually every
project. The relative importance of the factors should be
ossessed by the Owner and can vary considerably.

In situations where the selection criteria may be
numerous ond partially subjective, it is helphul to opply
an analytical methodology to the evaluation process.
Such o methodology could take the following form:

1. Establish the set of criteria against which eoch firm
being considered will be evaluated.

2. Ploce o volue ogainst each criterion which reflects
its relotive importance in the evaluation.

3. Consider each Design-Build firm against the criteria
and rank each agoinst a sliding scale.

An example utilizing this technique might yield the
following evoluation matrix:

Financial Project  Monogement

Design Design
Build Solution

Yeam no. (Weight 10)"

Copability Approach Plan Totol
(Weight 10) Points

[Werght 6} [Waigh! 8)

132

Where: 5 = Eacellent
4 = Good
d = Foir

2 = Poor

‘Cnteno Weight,

It is recommended thot the evaluation matrix format
be augmented by the professional judgement of a selec-
tion panel, which should include o balonce of design
professionals, procurement specialists, owner/user rep-
resentatives and other project-reloted experts.

KEYS TO A SUCCESSFUL
NEGOTIATED SOURCE
SELECTION

An Owner utilizing negotiated source selection in the
design-build process should understand that it is dealing
in unique concepts and contract formats, and a sensitivity
to these differences will help assure a successhl project.
l. Set Asideoa Troditionol
Selection Processes Design-Build
is o unique, distinctive project delivery process. The
selaction of o Design-Builder should combine the
best features of qualifications based selection for
design professionals and construction contractors. A
well crofted evaluation malrix will contoin elements
of both, but yet recognize that, in combining design

and construction, additional considerations arise.

For example, the criterio for rafing the qualitative
proposals should not simply be those which ore
used to evaluate a firm competing for an architec-
tural or engineering engagement (although aspects
of such criteria should certainly be employed),
because additional attributes such as innovation,
management systems, and past performance are
key to successhul selection.

2. Develop o Cleoar Defiaition
of Profect Requirements The
statement of project requirements must set forth the
Owner's needs with sufficient clorily to assure there
is comprehensive understanding of programmatic
requirements, completion schedules, and business

contract requirements,

J. Define Facility
Regquirements ia
Performoance Terms Facility require-
ments should be stoted in performance terms wher-
ever possible, for example: HVAC in terms of tem-
perature to be maintained, structural copacity in
terms of live load to be supported, lighting levels in
terms of foot-candles or lumens to be maintained,
etc. This approach provides fAexibility to the Design-
Builder in reaching the desired objective, and fixes

The Deslan-Bolld Protecs Uriliving Nesstlatad Salertias




responsibility upon the Design-Builder in clearly
undersiood performance terms.

4. Administer Selection
Process Professionally The

selection process should be administered by profes-
sional stoff or independent consultonts who are the
most knowledgeable of the qualitative and pro-
grammatic requirements of the project.

5. Use Bolonced Controct
toeagoage Design-Buildimposes additional
risk on the entity in privily with the project's Owner.
Contract language should not needlessly exacer-
bate this sitvation by attempting to pass risk to the
Design-Builder normally shoukdered by the project’s
Owmer. Examples of such unbalanced risk tronsfer
may include making the Design-Build entity respon-
sible (depending on the situation) for certain types
of environmental permits, concealed conditions, dif-
fering site conditions, third party delays {over which
it has no control), obtaining right-of-ways and other
similar requirements.

. Enswre Eoarly loavolvemeat of

the Design-Builder Theeardy
involvement of the Design-Build entity is essential if
the full value of the design-build process is to be
realized. Decisions made during the programming
ond concep! phases will impact cost and schedule
more than any loter design phase.

The success of the design-build process is greotly
enhanced by observance of the foregoing recom-
mendations. If the principles articulated in this
brief guidance document are followed, owners
can take advantage of an innovative process for
designing and constructing focilities of high quali-
ty and competitive cost, while bringing projects
on-line quickly and absent the usual disputes or

change orders. -
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BENEFITS/CAVEATS IN
THE USE OF DESIGN-BUILD

The benefits to be gained in establishing a
well-designed and managed Design-Build
process include the following:

Siagolar Respoasibiiitry Wihboth
design and construction in the hands of a single enlity,
there is a single point of responsibility for quality, cost
and schedule adherence, which avoids “buck passing”
and finger pointing. The Owner is oble o focus on
scope/needs definition and timely decision making,
rather than on coordination between the designer and
builder.

Qoality The greater responsibility implicit in
Design-Build serves as o motivation for high quality and
the proper performance of building systems. Once the
Owner's requirements and expectations are documented
in performance terms, it is the Design-Builder’s responsi-
bility to produce results cccordingly. The Design-Builder
warrants to the owner that the design documents are
complete and free from error. By contrast, with “tradi-
tional® design-bid-build, the owner warrants to the con-
tractor that the drawings and specifications are complete
and free from error. Because it is the Owner’s wamanty
for the design documents under “traditionol” design-bid-
build, the opproach relies on restrictive contract lon-
guage, extensive audit and inspection and occasionally,
the legal system, to ensure final project quality.}

Cost Saviags Designand construction per-
sonnel, working and communicating as a feam, evalucte
altemative moterials and methods efficienty and occu-
rately. Value engineering and constructability are uti-

lized more effectively when the designers and contrac-
tors work as one team during the design process.

Time Soviamgs Because design and construc-
tion are overlapped, and because bidding periods and
reé!esign time are eliminated, total design/construction
time can be significantly reduced. Design-Build is ideal
for the application of “Fas! Track” construction tech-
niques. Under this method, construction work is allowed
to begin in advance of the working drawings being fully
completed. The time savings translates into lower costs
and earlier utilization of the completed facility.

Poteatiol for Redvced
Admioistrative Borden Undera
streamlined procurement process, the potential exists for
design-build to reduce the Owner’s administrative bur-
den. Initiolly, preparing RFPs and conducting evalua-
lions con be resource intensive; however, this effort
should lessen alter an early learing curve. After gword
of the design-build contract, the Owner will not have to
invest his time and money coordinating and arbitrating
between seporate design and construction contracts.

Early Koowledge of Firm Costs
Because the entity responsible for design is simultone-
ously estimating construction costs and can aceurately
concephualize the completed project at an early stoge,
guaranteed construction costs are known far sooner
than is otherwise possible. This permits early estoblish-
ment of financing, reduces exposure to cost escolation,
and ovoids the possibility of committing substantial time
and money for design, only to learn that the cost of the
project is prohibitive.

Tho Puatloa . 0o30d B.oeinee It Tae Pomaaelnlns [ Y FE



Risk Monogement Projectperformance
aspects of cost, schedule and quality can dearly be
definred and appropriately balanced {individual risks are
monaged by the porty best able to positioned to man-
age that risk]. Chonge Orders due to drowing and spec-
ification errors are efiminated because the correction of
such issues is the responsibility of the Design-Builder, not
the Owner. After the Owner outlines his needs in the
RFP, he will receive different design/cost solutions repre-
senting the best thinking of several Design-8uilders,
enabling the owner to better mancge the financial risk
connected with the project.

Bolonced Aword Criteria
leoding to 8est Voluae Bygiving
credit in the award mechanism for design quality,
functional efficiency, team experience ond other fac-
tors in addition to price, an Owner can select o pro-
posal thot reflects the greatest volue and not simply
the lowest first cost.

The Naslaas.Batld Bonrars Hilllelua Pomestitles Calasilas

Caveats to be considered in an effort to

ensure a successful Design-Build process

include the following:

Complexity of the Process
Design-build project delivery requires careful planning
and professional execution to be successhul. The Owner
should choose a design-build process variation based
on factors such as the project’s complexity, funding,
design intent, responsibility/risk ollocation and other
important issues. For owners who do not have in-house
personnel with expertise in preparing and administering
design-build RFPs and contracts, an owner’s design-
build consultant (sometimes called design criteria profes-
sionals) may be retoined to prepare scope definition
and RFP documents, and o provide additional consult-
ing services as needed.

Chollenge in Converting Owaner
Neods to Performonce-Based
onguage Preporinga statement of focility require-
ments (sometimes colled the design criterio package) that
is comprehensive enough fo assure compliance by the
offerors, but avoids overly restrictive requirements or
details that would inhibit the creative solutions, is the most
challenging aspect of preparing a design-build RFP. When
focility requirements ore stated in performance terms and
refated fo recognized industry stondards, the approoch not
only provides flexibility o the offerors in meeting the
desired objectives, but it fixes responsibility upon the
design-builder in cleary understood performance terms.

Availabillity of Design
tiobility lansuronce ond/or
Performonce ond Poyment

8 0nds Cerain insurance carriers and bond surefies
may not be fomiliar with design-build. This may leod to
some hesitation about providing these servicas on design-
build contracts. The parfies to o design-build contract need
to make sure thot odequate coverage exists both in the

professional liability and surety arenas. H




OVERVIEW OF THE PROCESS

The delivery steps and time frames for a “typical®
Design-Build project are described in broad terms
below. Each project is unique and accordingly the
time required for each step in the process can vary
considerably.

. Strotegic Facility Plaooiog
Analysis of current and future focility requirements,
to determine the oppropriate focility development
plan for the owner/user.

2. Progrom Definltioa TheOwner
estoblishes the project “needs” of focility size and
performance, finish requirements, codes and regu-
latory standards, population/capacities, efc. These
requirements are defined and articulated in o
Request for Qualification (RFQY), either by in-house
professional stoff or by an outside consultant
[*Owner’s Design-Build Consultant”).

3. Reqoest {o:
Quolificotions (RFQ)
Requirements for offerors are defined and orticukot-
ed in an RFQ, either by in-house stoff or by an out-
side consultant. Other particulors influencing teom
formalions, such os minority porticipation goals,
are eskablished. These determinations are assem-
bled into the RFQ document.

4. Qualilicatioas Statemeants
The project is advertised, qudlification proposals are
received (response fo RFQ), and preferably three,
and no more than five, of the most qualified firms
ore shortlisted.

5. Request for Proposcls (RFP)
Design and cost proposals are solicited from the
shortlisted design-builders in o Request for
Proposal {RFP). Among the items found in a typical
RFP are project design criteria, site information,
contract requirements, selection procedure and
proposal (deliverables) requirements.

. Proposal Submission

and fvoluotiecn Oncereceived, pro-
posals are evoluated on the basis of quality of
design, price and other foctors. Before making final
aword, the shorflisted design-builders may be

colled in to make presentations.

. Controct Award The selected proposer

enlers into contract(s} with the Owner.

. Docoments/Censteoction Upon

completion of the design documents for all elements
{or for specific phases) of the project, construction
commences. Some contracts, particularly those
employing fost-track methods, require that construc-
tion proceed after logical phases of design are
completed, but prior to completion of the entire
body of construction documents. During design and
construction, progress payments are mode to the
Design-Builder in a manner consistent with the con-

fract requirements. -




APPLICABLE
PROJECT SITUATIONS

Competitively selected design-build is ideally suited to
project types of a fomilior noture, defined scope and
those which have been previously constructed by the
Owner. Office buildings, elementary and higher educo-
tion facilities, dormitories, jails and prisons, parking
structures, dato centers, medical facilities, courthouses,
administration buildings, convention centers, and certain
environmental and transportation projects are being
successhully delivered by design-build. Properly applied,
design-build is olso opplicable to industrial and tradi-
tional civil infrostructure projects.

For projects of o unique or one-time choracter
{which generally require more extensive project defini-
tion, programming or preliminary design), special con-
siderations opply. In such cases, it may be more difficult
to separate the preparation of the ¢criteria packages
from the development of detailed construction docu-
ments because project definition con continue well into
the detailed design process. These are situations in
which the multi-proposal competitive design-build deliv-
ery variotion should be reploced by ¢ negotiated
design-build procurement variation.’ E

! for odditional infoemation refer 1o the DBLA document entitled
“The DesignBuld Process Unlizing Negonoted Selection *

APPLICABLE PuBLIC PoLICY

The environment for design-build procurement by public
agencies varies omong federal, state and local jurisdic-
tions. Many federal agencies and a growing number of
stotes haove, howeaver, procurement laws and policies
which encourage and provide guidance for competitive-
ly awording or negotiating design-build contracts.

Among federal agencies, the United States Postal
Service, the General Services Administration and the
Corps of Engineers utilize design-build for portions of
their consiruction procurement budgets, ond anticipate
utilization fo increase in the future. Among the states,
Florida, California, Massachusetts, New York, New
Hampshire, Virginia, Ideho and Washington specifically
outhorize and/or encourage the use of design-build
contracting methods. Many other states do not yet have
specific design-build procurement laws in place, but
nonetheless have some ability to award construction
contracts on a competitive design-build basis.

To promote the more widespread and consistent
use of dasign-build by public agencies, the American
College of Construction Lawyers {ACCL) ond the
Building Futures Council (BFC) hove developed o
Design-Build Model Procurement Code for adoption by
state and locol governments. It provides on excellent first
step toward estoblishing criterio, solicifing proposals,
and moking awards. It is expected that many states will
consider the Model Code for adoption, resulting in the
uniform ond consistent implementation of design-build

procurement procedures. -




SELECTION/EVALUATION
PROCESS

The purpose of the selection and evaluation process
should be to determine which proposa! provides the
greatest value to the Owner. A variety of selection/evol-
uation processes are available to private and public sec-
tor Owners. Each has been successfully used and each
has its merits. No single process is appropriate for every
situation. The Owner must determine, therefore, which
of the following ovoilable procedures are most appro-
priate to the project (ond also if @ public project, which
procedures are permitted under applicable federal, state
ond local stotutes):

. Welighted Criterio Proposersore
notified of their selection to the short list and given
hinal requirements for the submittal of a qudlitative
proposal (e.g. management plan, axperience,
design solution and other qualitative issues} and
hirm price. The Owner establishes a point rating for
qualitative foctors and for price. (For example,
qualitotive and dasign foctors may weigh 60
points, and price 40 points.) The qualitative pro-
posals are received by the Owner. Price is simulto-
neously submitted in o separately sealed envelope.
The Owner reviews each proposal. The Owner may
then hear oral presentations from each proposer. The
Owner assigns points on o scoring matrix for pro-
poser’s response fo each of the evaluation foctors.

Alter the design and qualitative criteria are evaluat-
ed, the price envelopes are opened. Maximum price
points are assigned fo the lowest dollar bid, and all
others are scaled inversely proportional to thot
omount. High total points then determine the oward.
The following example illusirates this process:

2.

Adjosted low-8id Avonontofthe
weighted criteria process is the odjusted low bid.
The process follows the samé steps through receipt
of qualitative proposals. Following the oral presen-
fations, quolitotive aspects are scored and totaled
on a 0 to 100 scole expressed as a decimal {e.g.,
scores of 85 is written 0.85). After the scores have
been cokculated, eoch bidder’s price envelope is
opened. Price is then divided by score (expressed
as o decimal) to yield an “adjusted bid”.

The lowest adjusted bid is recommended for con-
tract award. For example:

Proposer Price Adjusted
Score] Price
o & G158 S EVE® S0 1A AN
(Adp3red tow B
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Oualitotive BENP ice; Price; Totol
5¢orc] Rroposal Score] Scare]
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. Equivoleot Desiga/low-81id

This evaluation procedure parollels the two previous
processes up to receipt of design proposals. All
steps of qualifications, short listing, design and

price submittol ore the same. Design proposals,
however, are followed by a critlique ond given o

deadline to respond with specified design changes
and corresponding price omendment {either add or
deduct). Revised designs are evaluoted by the
Owner and price envelopes, both base and amend-
ments, are opened. Award can be mode with
heavy or sole emphasis on price because the pro-
posal critique should have created relatively equiv-

alent designs.

Flaed Budget/Best Design
Controct price is established by the Owner ond is
stated in the RFP. This process uses the initial quali-
fication step and shortlisting. The shortlisted pro-
posers submil their qualitative proposals. Oral pre-
sentations {optional) are made and the Owner uses
its evaluation criteria to score the proposal.
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Recommendation of award goes to the firm offering
the best design solution for the given budget.

. Maats Critecia/tow-81d This
method of evoluation mos! closely resembles the
traditional bid process. Typicolly the RFP/criteric
packoges allows for very litde crectivily in the
design. Very specific outline or conceptual designs
are issued os a part of the design criteria package.
Proposals are solicited from quolified firms. The
proposals are evoluated, deemed to meet the base
criterio, and aword is made to the low bidder. The
selected firm’s role is more to complete construction
documents than fo develop o design for the project.

Note: The “Meets Criteria/Low-Bid" process
eliminates two of the most advantogeous features of
Design-Build: multiple design solutions and the cre-
ativity/innovation of competing design-build teams.

. Emergency Asimplied, when public safety
or welfore is threotened, the Owner may authorize
negotiations with the best qualified Design-Build
firm avoilable at the time; uhlizing references
and/or previous Owner experience with the firm as
justification for the selection. -

KEYS TO A
SUCCESSFUL PROJECT

Design-build has historically been utilized in the private
sector where negotiated, qualification bosed selection is
the norm. The approach is often restricted by statute in
the public sector and procedurally discouraged in cer-
toin corporate environments, Accordingly, design-build
competitions have emerged in the public sector as o
means of achieving the benefits of design-build while
adhering to the need to award construction projects on
o competitive basis.

This document identifies the DBIA’s position relative
to policy issues frequently encountered in design-build
competitions. The recommended practices are intended
to maintain the active interest of quality design-build
firms while providing the highest value to Owners,
agencies and the public.

1. Set Aside Troditionel
Processes/Relatioaships
Design-build is a unique, distinctive project delivery
process. It combines the best features of both pro-

fessional design selection and competitive selection.
Thus, the Owner should not merely modify existing

documents designed for other procurement process-

es. Documents should be tailored to design-build.
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For exaomple, the criteria for roting the qualitative
proposals should not simply be those which are
used to evaluate o irm competing for an architec-
tural or engineering engagement (although ospects
of such criteria should certainly be employed),
becouse additional atfributes such as innovation,
management systems, and past performance are
key to successful selection.

. Prequolily Oflerors/
Proposers Thelhrststage of o two stage
procurement process should limit the final competi-
tors to those prequalified by experience, financial
strength, and organizational resources {federal
agencies use the synonymous term Two Phase
Selection). Ideally, this prequalification stage should
reduce the initiol universe 1o a field of three to five
most qualified design-builder entities. Prequalifying
more than this number undermines the credibility of
the prequalification process and discourages high-
quality proposals. Furthermore, the competitive pro-
posal process becomes hopelessly confused if numer-
ous would-be-offerors, unqualified and/or unfomiliar
with the process, are permitted to propose.

FACILITY
IN FULL

OPERATION

. Coodovct o Boalonced

Evaluation Themost effective selection
resulting from o competitive process balances key
foctors such os first cost, life cycle cost, design ces-
thetics, energy consumption and other qualitative
and efficiency foctors. Design-build possesses o
unique opportunity to maximize eoch of these com-
peting issues. In the absence of bolanced evolua-
hon criteria, the proposed designs moy exceed the
available budget; or, of the for end of the specirum,
competition where only price is evoluated will yield
a low price but unfortunately without consideration
of other very important factors.

. Ask for Reasonobhlae

Svbmission Requiremeats
Overly extensive proposal requirements are finan-
cially burdensome to the proposers and serve to
discourage the participation of quality firms. In
addition, such requirements subsequently require
significant Owner time and resources to evaluate.
The quantity of proposal deliverables should be lim-
ited fo the information necessary to adequately
judge between competing proposals and to protect
the owner’s inferest in the subsequent design-build
contract. Conformance with published criteria is o
contract requirement and can be verified during
design review with the successful proposer rather
than during the campetitions itself.

. Develop Svecinmct Criterio

Specificotions The project requirements
listed in the Request for Proposa! should be defined
in performance terms rother than the more limiting
prescriptive manner. They should be comprehensive
enough to assure that the intended result is
achieved, but not restrictive in o way thot would
inhibit one of the greatest potential benefits of
design-build: creative solutions.
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. Consider the Need for oo

Owoer’s Design-8uild
Consvltant For Owners who do not have
in-house experience with defining, procuring or
administering design-build projects (such as an in-
houss design criteria professional), an outside firm
may be employed to assist in preparing scope defi-

nitton and RFP documents, ond for reloted consult- -

ing services. It is critical thot the consultant hove
design-build experience ond expertise, as opposed
to “traditional” design (or construction) knowledge
ond experience.

. Coasider tbe Applicability

of o Stipead or Hoaororivm
In the event that the quantity of documents required
for submission of o proposal and/or the number of
final-stage competitors is refatively high, the Owner
should consider paying a stipend or honorarium to
the unsuccesshul proposers. While mony firms may
compete in the absence of such payments, excessive
submittal requirements without some compensation
is abusive to the indusiry and discourages quality
teams from participating. The stipend or honorarium
is an indication that the Owner is serious about
awarding and receiving a quality project.

Awarding of o stipend or honorarium should not be
viewed as a justification for making excessive
demands upon the proposers. Most offerors would
regord meaningful shortlisting, performance-oriented
criteria, o raclistic level of proposal deliverables, and
a clear selection process, as more importont prac-
tices than the offering of a stipend or honorarium.

. limit Early Dasign io RFP

Occasionally, on owner may over-prescribe design
solutions to the proposers os the required basis for
their design proposals. This effort should be mini-
mized. Typically, 90 percent of the quality and
volue impoct {financiol and other) that o design-
build entity can make occurs in the first 10 percent
of the design effort. Toking project criteria too for
info design lessens the potential that design-build
teams hove to bring innovative solutions to project’s
challenges. The Owner may never know “what
might have been” and the full opportunity for the
teams to compete on the basis of their crectivity
and experience will be lost.

Efforts by the Owner {or owner’s consultant} to
"define the problem”, rother than to suggest a
solution, will produce better results than rigid
design “parameters” in the owner’s design-build
RFP package.

. 8Bolaace Responsibility/

Risk inm Cootract Langooge
Design-build inherently imposes additional risk and
responsibility upon the Design-Build entity. Contract
language should not needlessly exacerbote this sity-
ation by attempting to pass risk rightfully shoul-
dered by the Owner. Examples of such unbalanced
risk transfer may include making the Design-Build
entity responsible {depending on the situation) for
certain types of environmentol permits, concecled
conditions, differing site conditions, third party
delays (over which it hos no control), obtaining
right-of-ways and other similor clouses.




10.

1.

12,

Condoct Seporote Evoluotion
of Cost and Qoaclitative
I'ssves Theevaluation of qualitative issues is
best conducted separately from price considera-
tions. This prevents the tendency of allowing knowi-
edge of price to short circuit o thorough review of
qualitative issues. Some Owners, acknowledging
this issue, request that qualitative and cost sections
of o proposal be submitted in separate sealed
envelopes with the price envelope opened only
after the qualitative evaluation hos been concluded.

Create Knowledgeoble
Jodglag Poaels Thepanel of judges
responsible for evaluating the design-build propos-
als should include individuals knowledgeable about
the design and construction process ond specifically
the particular technical issues opplicable to the pro-
ject. The panel should consist of members consid-
ered to be independent of political and financial
considerations.

Coasider the Necoessity for
“Blind” Svbdmisslioans Thisrefersto
o procedure wherein the identity of the proposers is
concealed from the judging panel. This practice
arose from concerns that the selection process could
become politicized. Although potential politics may
be o concem, it is also true that concealing the
identity of the proposer prevents consideration of
their experience, management approach and per-
sonnel as a basis for selection. A better approach
would be to have only the technical design submit-
tal judged on a blind basis with other qualitative
factors fully disclosed for the judging panel.

13.

I4.

5.

Promptly Aword the Conatroct
The project should be owarded to the competitor
chosen by the Owner in o prompt and straightfor-
ward manner without odjustment to a proposer’s
submission. Review meetings with the Owner for
the purpose of design modification should be con-
ducted following selection and prior to award and
not while proposers are still in o competitive pos-
ture. This principal also applies to price, which
should not be subject to negotiation or modification
between formal submission and selection.

Identify Selection Criteria
end Welghting te Potentiol
Ofterors Thebasis for judging the design-
build proposal should be dearly spelled out.
Specitic judging rules, or o fully defined point
award system, ollows the Design-Build team to pro-
vide o submission that maximizes solutions to the
Owner’s focility needs.

Use Stipuoloted Svm

Contracts Whea Selection i
Competitive Thecontroct for Design-Build
services obtoined competitively should be made on
the basis of a stipulated sum contract. This format is
both appropriate and typical for multi-competitor
competitions. The use of Guaranteed Maximum or
Cost Plus contracts when price was o factor in the
initial oward is inappropriate and fails to recognize
the speciol risk position imposed on the Design-
Build team.
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l6.

i7.

Use of Docvments/Desigan
Concepts lrom Unsvecessful
Proposers is Unethical Thewin-
ning design submitted in response to o competitive
Design-Build competition is the design which should
ultimately be built. Use of the design concepts from:
unsuccessful proposers without compensation is
incppropricte ond undermines the ethicality of

the-process.

lnclvde Requirement for
Fiaoncial Guorooatee Theuseof
bid bonds or other form of financial guarontee
should be mandatory for proposing design-build
entfities. This provision assures the owner that the
selected proposer is financially capable of perform-
ing the work and reduces the possibility that unreal-
istic designs or “trial balloons” inappropriate for
the budget are submitted without financial risk for
later withdrawing. .
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APPENDIX |
FRAMEWORK FOR
A DESIGN-BUILD RFQ

The following oufline provides a suggested framework
for the contents of a Request for Qualifications {RFQ) for
potential proposers on o typical building project. This
outline should be expanded/reduced, modified or
detailed as required for each project situation. {Note:
some owners elect not lo use the RFQ process, instead
folding the requirement for o qualification statement into
the first stage of the RFP process).

l. Desigoa-8Buvild Profect
Overview/Seloction

Process Overview

a.

Description of Project {size and function of
facility, approximate budget, anticipated
schedule)

How selection process will be conducted

2. Mondatory Criterio for

Prospective Proposers

Appropriate experience {design-build and
reloted projects)

Licensing requirements

Financial sirength (bonding capacity)
Organizational resources and depth
Minority/Disadvantoged Business complionce
Lack of liigation/disputes history

Bonding capacity

. Project-Specific

Quolificotions for Proposers

ni

b.

Team experience with focility/building type
Team performance record (quality, schedule
and cost)

Proposed team composition/past experience
working together

Current copacily ko manage the project
Proposed key project personnel

Project references

. Quealilficotlons

Stotement Evoluotion

Q.

b.

Pre-established rating system

Pre-Submission briefing session/formal
question and answer process

Anclyze qualifications submissions and select
the 3 to 5 most qualified teams
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APPENDIX I
FRAMEWORK FOR
A DESIGN-BUILD RFP

The following outline provides o suggested framework
for the contents of o Request for Proposal {RFP) for o
typical building project. This cutline should be expand-
ed/reduced, modified or detailed as required for each
project situahion,

}1. Geoeral! laformotion

(bosliness terms)

a.

~® an o

Introduction

RFP Schedule

Selection Procedure

Selection Criteria {and weighting)
Budget {or Cost Limitations)
Project Schedule

2. Site foformotion

(goolitotive dato relatiang

to
a.
b.
c.

d.

e.

existiag slte coaditions)
Site Description

Topographical and Boundory Survey

Soil Investigation Data

Utility Information

Covenants and Restrictions on Property

J. Project Roeqoiremeats

{desiga criterio)

Q.

b.

C.

Program Summary
Functional Requirements {goals and objectives)

General Physical Characteristics/Building
Systems Requirements

Performance Specificotions, Including
Warranties.

Codes ond Stondords.

Functional Relationship Diagrams or
Conceptual Building Layout

. Deslga-Boild Controct

Regquirements (may b

@ sveoemery of coatroct
terms or o copy of octoal
coatroct)

a. Design Responsibilities

b. Construction Responsibilities

c. Responsibilities of the Owner

d. General Conditions

e. Minority Participation

. Regquiremenots for

Proposal (the moteriol

to be provided by
proposers; “deliverables”)
a. Drawings

b. Specifications

c. Design-Build Organization
d. Project Personnel

e. Quolity Control Program
f. Schedule

g. Price Proposal

13
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NOTIFICATION LIST FOR DESIGN-BUILD-OPERATE WORKSHOP:

Mayor and City Council of Fayetteville, Arkansas
Fayetteville City Administration

Hugh Eamest

Steve Davis

Gary Dumas

Tim Conklin

Ray Boudreaux

Kit Williams

David Jurgens

Gary Coover

Peggy Vice

Coy Hurd
Chamber of Commerce-Mr. Bill Ramsey
Members of Media

Newspapers

Government Channel

City Web Site (?)
Engineening/Architectural Firms

U S Infrastructure

McClelland

Cromwell and Associates

Crafton Tull and Associates
Wastewater Project Consultants

Garver Engineers

McGoodwin, Williams and Yates

RIN Group

Black and Veatch

Burns and McDonnell

CH2M Hill

Environmental Consulting Operations
Financial Consultants

Dennis Hunt (Stephens, Inc.)

Arkansas Soil and Water Conservation Commission

Randy Young
Ron Hill
Scott Savoy
Mike Core
Arkansas Department of Environmental Quality
Mary Leath
Arkansas Department of Health
Robert Hart
Environmental Pollution Agency — Region 6
Richard Greene
Arkansas Municipal League




Don Zimmerman
Representatives of Arkansas Municipalities
Mayor of Springdale
Mayor of Eureka Springs-Kathy Harrison
Mayor of Springdale
Mayor of Rogers
Mayor of Bentonville
City of Silom Springs
Mayor of Farmington
Mayor of Greenland
Mayor of Goshen
Mayor of Elkins
Mavyor of Johnson
Kent Myers of Hot Springs
City of Conway-Tab Townsend
Springdale Utilities-Rene Langston
Northwest Arkansas Regional Planning Commission
Jeff Hawkins
Uvalde Lindsey (Ozark International Consultants)
Senator Sue Madison (DBO Bill)
Steven Stewart (Congressman Boozman’s Office)
Senator Blanche Lincoln’s Office
Senator Mark Pryor’s Office
Washington County Judge
Jerry Hunton
John Gibson
Fayetteville Citizens on City Clerk's ¢-mail list
University of Arkansas
Leo Yanda
Findlay Edwards
Concemed Citizens
John Lewis
Curtis Shipley
Gary Head
Arkansas Highway and Transportation Department
Harold Beaver
Beaver Water District
Alan Fortenberry
Coleen Gaston




MEETING AGENDA
DESIGN-BUILD-OPERATE WORKSHOP
(Special Called City Council Meeting)
Fayetteville, Arkansas

July 8, 2003

WORKSHOP TIME AND DATE:

The Design-Build-Operate Workshop commences at 6:00 P.M. TUESDAY, July 8,
2003 (following an earlier City Council Agenda Session starting at 4:30 P.M.).

WORKSHOP LOCATION:

Sam M. Walton College of Business, University of Arkansas, Fayetteville, Arkansas-
Auditorium-Room RCED 120.

WORKSHOP OBJECTIVE:

Workshop presentations and discussions arc centered on the means and methods by
which the City of Fayctteville could use a design-build-opcrate project delivery method
for its $125 million wastewater improvement project. Discussions, case histories,
comparative analyses and other aspects of project delivery alternatives will be discussed.

ANTICIPATED AUDIENCE:

Mayor and City Council of Fayetteville, Arkansas; Fayetteville City Administration;
Citizens of Fayetteville; State and Local Elected Officials; State and Local Organizations;
Members of Media; Arkansas Soil and Water Conservation Commission; Arkansas
Department of Environmental Quality; Arkansas Department of Health; Municipal
Consultants and Advisors .

WORKSHOP AGENDA:

1) OPENING REMARKS AND WORKSHOP OVERVIEW (6:00-6:10 PM)
Mayor Dan Coody
City of Fayetteville
113 W. Mountain St.
Fayetteville, AR 72701
479-575-8330
mayor(@ci.fayetteville.ar.us




2) INTRODUCTION TO THE DESIGN-BUILD-OPERATE PROJECT
DELIVERY AND METHODOLOGY (6:10-6:25 PM)

Mr. James Binder, P.E., President Alternative Resources, Inc.
9 Pond Lanc
Concord, MA 01742

978-371-2054
jbinder@alt-res.com

A general description of the altemative project delhivery system including: (A) definition
of the alternative process, (B) comparison of design-build-operate (DBO) process to the
conventional design-bid-build (DBB) process, (C) descnption of current altemnative
project delivery applications in the water and wastewater industry and (D) presentation of
comparative advantages and disadvantage of each process.

3) LEGAL PERSPECTIVES (6:25-6:40 PM)

Mr. Eric Peterson Hawkins, Delaficld & Wood
Attorneys and Counsclors at Law
67 Wall Street
New York, NY 1005

epetersen@hdw.com

A prnimer on the legal and contractual 1ssucs associated with different project delivery
methods, including comparative risks, advantages and providers.

4) ALTERNATIVE PROJECT DELIVERY SYSTEM PROVIDERS AND
CASE HISTORIES:

A.1  Operations Management International, Inc. (6:40-6:55 PM)

Don Evans, President 9193 South Jamaica Street, Suite 400
Englewood, CO 80112

Devans2(@ch2m.com

A.2  (Operations Management International Project) (6:55-7:10 PM)
Dave Butler Former Mayor of Atchison, Kansas

Mr. Butler will describe the City of Atchison, Kansas’ experience using an alternative
project delivery method for the upgrading of the municipality’s water supply system.




B.1  U.S. Filter Engineering and Construction (7:10-7:25 PM)

Bill Rosenbaum, P.E. Vice President
Municipal Design/Build Project Development
US Filter Engineering and Construction
Airside Business Park
250 Airside Dnive
Moon Township, PA 15108-2793
Direct: 412-809-6640
Rosenbaum W @usfilter.com

B.2 U S Filter Project Reference in LYNN, Massachusetts (7:25-7:40 PM)
Pat McManus Former Mayor of Lynn, MS
Mr. McManus will descnibe the City of Lynn, Massachusetts’ cxperience using design-
build and design-build-operate concepts to address vanous municipal projects over a

period of 18-years. The presentation will include an overview of the challenges that were
addressed relating to funding programs, sewer line construction and system repair issues.

5) BREAK (7:40-7:55 PM)

6) IMPLEMENTATION STRATEGY USING A DESIGN-BUILD-OPERATE
CONCEPT-FAYETTEVILLE, ARKANSAS (7:55-8:10 PM)

Mr. James Binder, P.E. Alternative Resources, Inc.
9 Pond Lane
Concord, MA 01742

978-371-2054
jbinder(@alt-res.com

This discussion will be focused upon the Fayetteville Wastewater System Improvement
Project with specific responses to: (A) issues associated with implementing a DBO
procurement, (B) potentials for cost savings, (C) scheduling implications,(D)
coordination with the Revolving Loan Fund, (E) perception of EPA perspectives towards
DBO methodology, (F) descniption of a conceptual process for Fayetteville’s project, (G)

predicted schedule using alternative project delivery method and (H) future actions
needed to evaluate alternative approach.

7) QUESTION AND ANSWER PERIOD (8:10-9:00 PM)

Mayor Dan Coody Moderator

* WORKSHOP CONCLUDES AT 9:00 P.M. *
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Workshop on DBO Option

Issues Raised in Fayetteville

o Act 1297 Qualifications Based Approach. Is there
opportunity for cost competition?

e Savings What can be expected? (experience
elsewhere, 10% to 50%)

e Schedule Potential for delay: No Delay — See
Figure 1

e RLF Funding Schedule, other impacts: ASWCC to
be consulted m ARI




Workshop on DBO Option

Issues Raised (continued)

e Project Integrity, - Work monitored/inspected by owner’s rep

construction (engineer selected/retained by City) during
quality design review, construction monitoring,
acceptance testing.

- DBO contractor responsible for meeting long-
term (20 year) operations performance
guarantee. If not, company fixes at its expense.

Incentive to do it right.
E ARI
I




Workshop on DBO Option

Issues Raised (continued)

e Project Integrity, - During contract term, DBO contractor has
construction Asset Management responsibility, including
quality (continued) ~ capital repair and replacement as part of fixed

operating fee. Not dependent on annual
appropriation. Also has responsibility to return
facilities at end of contract in comparable
condition as received. Independent

verification.
£ ARI
U




Workshop on DBO Option

Issues Raised (continued)

e Conflict of Interest - City protected by owners rep for design
(with designer and review/construction monitoring/ acceptance.

builder on same Also City can retain operations monitor.
team)
e Control - Thru contracts. No “finger pointing” between

designer-builder-operator. City maintains
ownership of the facilities.

e Project Complexity - Often the reason a city chooses DBO -
transfer performance risk to DBO contractor.




Workshop on DBO Option

Qualification Eligibility Requirements
Act 1297

+ Previous performance on projects of comparable nature and
magnitude for past 5 years

» Environmental Compliance Record for past 5 years

£ ARI
I




Workshop on DBO Option

Qualification Eligibility Requirements
(continued)

If possible, expand to include:

e Financial resources of Guarantor as evidenced by ability to meet
minimum thresholds for bonding, letter of credit, liability limits of
Guarantor

e Satisfactory safety record

e Satisfactory labor relations record

e Ability to meet specified insurance requirements

e Ability to comply with City contract requirements and equal

opportunity requirements
E ARI
I




Workshop on DBO Option

FAYETTEVILLE PROJECT SCHEDULE

Pause: Assess Alternatives, DBB, DBO
DBB - Design, Bid, Build

DBO - Compare to Goal
1. Prepare RFP (Qualifications Based)

2. City Prepares Performance Spec and Scope of
Services

3. Companies Prepare Proposals

4. Review Proposals/Select Preferred Proposer

5. City Prepares Draft Contract

6. Companies Prepare Technical and Price
Submittals

7. Negotiate/Award Contract

8. Design/Construction/Start Up/ Acceptance




Workshop on DBO Option

Recent ARI DBO Projects — 20-Year Term

Savings (Millions%)

Effluent Limits

Location _.W._.MM DBO DB TSS BODs [ NH, P T Fecal Colitorm Count
(MGD) | (overterm) (mg) (mg) (mgf) (mgh) N,
Avg. Monthly Avg. Monthly Avg. Monthly |  Avg. Monthly avg. oU days
62 $10 (50% 20 15 1.0 N/A 200
1. Taunton, MA 1998 10 $ (50%) Summer
| | . a -
2. Plymouth, MA 2000 3 §17 (21%) | Operations 30 30 _MH_GM_V,; N/A
L 1 | .
N/A - zero cost option 25130 200 (5/1-9/30); 400
3. Naugatuck, CT 2001 10 Years 1.5: % debl service Years 6-20 30 Jun-Oct Nov-May 4 (July-Sept) N/A
2 2.2 (total coliform -
4. Stockton, CA 2003 48 $175 (22%) $49 (44%) 30 10 N/A weekly average);
k (All'year) 200 (fecal river limit)
, (Proposals 35 200
ioux Ci (Proposals Being Bei 25 N/A
5. Sioux City, IA 30 Evakated) mim_c%au 30 (All Year)
| | ﬂ .
Fayetteville
1. Noland (East) 11.2 TBD TBD 5%/15** 5411 1.845.0" 1 200
2. West Plant 10 TBD TBD 3 3 k 1.8 i 1 200
3. Pipes/Pump Stations N/A TBD TBD N/A N/A N/A N/A N/A

* April = November

** December - March




Workshop on DBO Option

Record of Change Orders
ARI DBO Projects

Number of Total Value/
Change

.. .
Orders %0f Project Cost

Reason

Taunton. MA $150,000/1% m&_,_%m_ Work
cope

Plymouth, MA $350,000/1.5% Permit Delay

Naugatuck, CT Credit - $250,000/1% Reduced Scope




Workshop on DBO Option

Next Steps

1. “Pause” to address:

e Legal framework/issues for DBO Procurement with Act SS
Can a cost competition be done?

o m_mmcmm_ozm with ASWCC regarding DBO approach, schedule for
unding

e Discussions with DEQ, Dept of Health regarding DBO approach,
project schedule, permitting

o m_mmﬁm_o:m with EPA regarding DBO approach, project schedule,
unding

Can project approach/schedule satisfy EPA to prevent

construction moratorium m >—.~_




Workshop on DBO Option

Next Steps continued

1. “Pause” to address (continued):

e Conduct further investigation to address City Council, public questions
raised

e Develop plan for DBO procurement

— Approach
- Schedule
— Advisors
- Cost

e Compare DBB and DBO plans
e Presentation to City Council for consideration

2. Implement DBB or DBO Plan E ARI
o




ORDER OF THE SPEAKERS- GREG BOETTCHER

JERRY SONDEREGGER

EARL JENKINS

BROCK HOSKINS

DUYEN TRAN

JIM ULMER

HUGH KELSO

JERRY SONDEREGGER
PRESENTATION INTRODUCTION-GREG BOETTCHER
The Fayetteville Water and Sewer Committec held a publicized, open, televised
meeting on June 5, 2003 to discuss the professional scrvices contracts associated
with the design and bidding phases of the wastcwater improvement project, said
contracts representing a total financial commitment of $13,740,592.00.
Representatives of these firms provided brief overviews of their areas of
responsibility, the scope of each contract’s services and the compensation
negotiated for said services. Following the presentations, a question and answer
session followed. At the conclusion of said meeting, the Watcr and Sewer
Committee members endorsed the submission of the contracts to the Fayetteville
City Council for approval. Dectailed project and cost information has been
provided to the City Council in a “Design Contracts Manual” that included an
overview, cost breakdown, contract summary and copy of each contract.

Representatives of each of the firms are present tonight and will make some brief

introductory remarks. First will be Mr. Jerry Sonderegger:




@ @
PROGRAM MANAGER-JERRY SONDEREGGER:
[ am Jerry Sonderegger with Burns and McDonncll of Kansas City, Missoun.
Our firm will be providing Program Management Scrvices and the Value
Engineenng Services component of this capital improvement program. Program
management forms a partnership between the multiplc players and centralizes
project activities, enabling constant reporting of the total picturc. In addition to
the coordination, collaboration and reporting functions, Burns and McDonnell
will enlist the services of its construction group to review constructability and
team with the designers to achieve maximum construction value at the least cost.
Within the next four weeks, we will begin the first of six Value Engincening
Workshops in which Burns & McDonnell will provide an independent outside
specialty panel of experts to examine the preliminary designs and identify
potential means to save money and reduce City risks. Soliciting, receiving, and
evaluating operations input from OMI will be ongoing throughout the project.
Bums and McDonnell is an cxtension of the city administration, tracking the

ovcrall progress and finances of the project using the inputs from the multiple

consultants. [ would like to introduce the first of these consultants, Earl Jenkins

of Black and Veatch:

NOLAND WASTEWATER PLANT UPGRAGE-EARL JENKINS:

I am Earl Jenkins with Black and Veatch Engineers of Kansas City, Missouri.
Our firm will be providing the engincering design and bidding services for the
upgrading of the existing Noland Wastewater Treatment Plant. This work

includes new biosolids handling facilities, improved odor control, expanded wet




weather pumping capacity and associated plant improvements identified by the
engineering study. Projcct construction cost is predicted at $17.1 million with the
design capacity being 11.21 million gallons per day. Black and Veatch will be
coordinating equipment sclections to create uniformity between the trcatment
plants as well as to select manufacturers that have the optimal first cost/operating
cost ratios. [ would like to introduce Brock Hoskins of Garver Engincers:

EAST PIPELINES AND PUMP STATIONS-BROCK HOSKINS

I am Brock Hoskins with Garver Engineers of Fayetteville, Arkansas. Our firm
will be providing the engincering and bidding services for the East Pipelines and
Pump Stations. This work will include approximately 9 miles of pipelines
varying from 6” force mains to 48” gravity interceptors, along with the
improvement of 7 wastcwatcr pumping stations. Garver Engineers will be
segmenting this work into 4 different bidding packages to allow the expedited and
sequential construction of this component of the improvement program. The first
‘contract is scheduled to be ready for bidding by June 2004, said contract
involving the first three pump stations and associated force mains. | would like to
introduce Ms. Duyen Tran of OMI:

OPERABILITY AND ECONOMY OVERSIGHT-GREG HIGGINS:

I am Duyen Tran, representing Operations Management Intemational (OMI), the
company providing the contract wastewatcr treatment operating services for the
City of Fayetteville. Our firm has and will continue to participate in the planning,
design, construction and operational aspects of the Wastewater System

Improvement Project. OMI’s role in this capital improvement program will




include such activities as operability considerations, operational cost
considerations, experience with vanous brands/types of equipment, knowledge of
SCADA systems including automation/monitoring concepts, coordination of
cquipment designations, input regarding initial and long-term cost factors, and
other participation as nccessary. OMI has and will continue to be an active
partner in the development and implementation of this wastcwater system
improvement project. I would hike to introduce Mr. Jim Ulmer of McGoodwin,
Williams and Yatcs.

WEST SIDE TREATMENT PLANT-JIM ULMER:

I am Jim Ulmer with McGoodwin, Williams and Yates in Fayetteville, Arkansas.
Our firm will be providing the engincering and bidding services for the West Side
Wastewater Treatment Plant. This work includes a new advanced waste treatment
plant; associated improvements to Broyles Road from the south property line
north along the east cdge of the property to Persimmon Strect; wetland mitigation
activities for the entire project on the West Sidc treatment plant property; and an

effluent outfall line, if necessary, which will take the plant discharge to Goose

Creek.

The four consultants in thc Design Team have been acutely aware of the need for
cost controls, while maximizing the value of the project. In December ZOQO,
when the team gathercd to report on their cost predictions for their part of the
project, the projected construction costs were in excess of $150 million, which is

far beyond the resources of the sewer system. The team went back to the design




process and collaborated on innovation, prioritization, and cost-bencfit analysis to
reducc the project budget to its current budget benchmark of $125 million.

I can speak for the entire Project Team and confirm to you that every effort will
be made to sustain a balanced financial program for the citizens of Fayetteville.
There will be several opportunities of continued Value Engincering which will
evaluate costs of various aspects of the project to determine ways to reduce the

total project cost without compromising the intcgnty of the project.

One of McGoodwin, Williams and Yates’ recent engineering projects was the
expansion of the Rogers Wastewater Treatment Plant. The project bid was
$9,146,000. During the construction of that project, there were two change
orders—one was for an add of $14,020, and one was a deduct 01"55,534; for a
total change order cost of $8,486. This is less than one-tenth of one percent of the

total project bid.
I would like to introduce Mr. Hugh Kelso of the RJN Group.

WEST PIPELINES AND PUMP STATIONS-HUGH KELSO:

I am Hugh Kelso with RIN Group of Dallas, Texas. Our firm will be
providing the engineering and design scrvices for the West Pipelines and
Pump Stations. This work will entail approximately 16 miles of
pipelines varying from 15" to 48" diameter, along with the improvement

of 3 wastewater pumping stations. RJN Group will be segmenting this




work into cight differcnt bidding packages to allow the expedited and
seamless construction of this component of the improvement program. It
1s predicted that the first contract may be ready for bidding by May
2004, said contract involving the Old Wire Road to Greg Strect
Interceptor. RIN Group recently completed a similar pipeline
improvement project in Dallas, Texas. This project's basc bid price was
approximately $11 million, and was completed on schedule with no
increase cost change orders. I belicve that Jerry Sonderegger would

like to make a few closing remarks and chair any questions regarding the

project.




Yo

CLOSING REMARKS/QUESTIONS-JERRY SONDEREGGER:

We have provided a snapshot of the resources that are available to the City of
Fayetteville should it approve the contracts currently on the agenda. As
highlighted in these camco statcments, this is a group of scasoned professionals
with documented success storics. It is our desire that the City Council of
Fayctteville grant us an opportunity to procced with the design and bidding phases
of 1ts wastewater system improvement project so we can €ach add this project to
our record of successful municipal projects. Please be assured that this team will
be committed to the budget and schedule, will provide updated reports on a
monthly basts and will maintain open communication channels with all
stakeholders (elected officials, city administration and citizens). Should there be

any questions for myself or other team members we are at your disposal.
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Project Description and Issues
e Project Description: wastewater system improvement
project ($125 Million)
¢ Improvements to Noland Plant (11.2 MGD)

e Construct new West Plant (10 MGD)
e Connecting pipes, pump stations

e Project Issues

e Stringent effluent requirements
e Preserve RLF - $100 Million

e Tight schedule - need capacity, avoid EARI
construction moratorium




(DBO Major Trend)

e President Bush (Directed removal of
regulatory obstacles, allowed accelerated

and allowed local recovery prior to Feds)

depreciation of Federal Government interest

Federal m:uﬂo..n of Public-Private _un-.n:o..u_:_um

Executive Order #12803
1992

e President Clinton

| Reaffirmed Executive

Order #12803

¢ IRS Tax Rule Change allowing long-term
contracts (20 Years)

. i

IRS Rule 97-13, 1997




qurm_ao_o on DBO Option

_“oa_oqm_ m-._u_uo.._" o_“ _u-.u_.o._u-.?mno _um..n:o..m__._um
(DBO Major Trend) continued

e EPA guidance regarding privatization of
wastewater treatment facilities

e Fully staffed office EPA Washington, DC to
address public-private partnerships




Design-Build-Operate (DBO) Option
e Concept

e Advantages and concerns, disadvantages
e Experience elsewhere, current trends




What Is DBO?
e A single entity is responsible for designing,
building and operating an improvement or new

facility and is accountable for results. Single
source guarantor.

e City does not separately retain and manage
design engineer, general contractor for
construction and an operations company.
Performance and business risk transferred.

EARI
I




Advantages
e Potential for lower cost (10-50%)

e Ability to select on criteria other than low cost

e Predictable future costs specified by contract (Fixed Price
Guarantee for construction, Fixed Operations Fee for
operation)

e Guaranteed schedule to complete construction
e Guaranteed performance

* S ARI
.
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Advantages (continued

e Assumption of technical/environmental/business risks

e Technical: Achieve design/performance limits; it if breaks company fixes it
e Environmental: If exceed Permit limits — company fixes and pay fines

¢ Business: Company assumes risk of construction costs, schedule delays,
labor costs, utility costs, chemical costs

¢ Single source provider and guarantor
¢ Reduction in potential for change orders

e Fewer public management requirements — day to day management
with company

¢ National and international resource base to tap into - research,
planning, trouble-shooting, training, optimization, regulatory review

oy— -




Workshop on DBO Option

— — —

Water _-a.a:ﬂqmomwmp

— e — = m mm —

Communities with Long-Term Water Partnerships

Location Description (system | Plant Size { Contract Term Estimated Cost Savings
type) (mgd) (years)
Cranston, R | DBO Wastewater 23 25 $35 million
Moncton, NB DBO Water 25 20 Cdn $12 million
Plymouth, MA | DBO Wastewater 3 20 Present Value, $7.4 million (19.7%)
Seattle, WA | DBO Water 120 25 $70 million (40%)
Stockton, CA | DBO WMWW/SW 48 20 $175 million
Tampa Bay, FL | DBO Water 66 15+5 $85 million (21%)
Tampa Bay, FL | DBO Desalination 25 30 50%
Taunton, MA | DBO Wastewater 8.3 20 $62 million
Washington Boro, NJ | DBO Wastewater 1.2 16+5 $2.2 million (11%)
Woonsocket, Rl | DBO Wastewater 16 20 $45 million

* Public Works Finance, May 2003




Workshop on DBO Option

Often Expressed o%omqsw__- Emm%mamum”

e Loss of control - not “Doer” - Performance based design and
construction specs; City review/ approval - owner’s rep, but
not 100% design by City. Control operations via monitoring
and contract enforcement.

e Potential for reduction in integrity of construction,
maintenance/upkeep of facilities

e Potential for reduction in level of service
e Won't jobs be lost or wages/benefits be reduced?

o Potential to reduce competition for future S ARI
improvements/modifications




Current Trends

e Contract operations with design/construction of improvements to
existing facilities

e Design/build and design/build operate contracts for new facilities
e Long term contracts (e.g. 15-20 years)

e Asset management by private contractor, repair and replacement
risk with contractor

e Full worker protection- jobs, wages, benefits
e Shift of technical, environmental and business risk to private

contractor m ARI
L




Traditional Approach
e Description

- City contracts separately with engineer to design project
and contractor to construct project (decision on
construction based on lowest cost bid from responsive,

responsible bidder)
- City or private company operates and maintains facilities

EARI
I




Traditional Approach (continued)

e Advantages

- Traditional, well used approach (comfort level
exists; procurement procedures in place)

- City sets/controls 100% design and
construction specs




"~ Traditional Approach (continued)

e Disadvantages

Issue of quality associated with low-bid for construction

Potential for higher cost of construction and for change orders to
increase costs (no guarantee of fixed price for completion, no
guarantee of completion date)

City, not private company, responsible and at risk for
performance

No security for long-term performance- no parent company
guarantee or letter of credit, no bonding for operations

Increased potential for claims, litigation (since no single party
responsible for design, construction and operations) m ARI




Workshop on DBO Option

What delivery method makes sense for
Fayetteville? Why?

Continued in Part |l




Design ¢ Build » Operate
as a Service Delivery Option

City of Fayetteville
City Council

July 8, 2003

Presented by
Don S. Evans, P.E.

President and CEO




Presentation topics

Profiling Benefits and \
DesigneBuildeOperate Checkpoints m

Options . . | steps in the baoommm\

Design ¢ Build » Operate as a service delivery strategy
IS growing at an accelerated pace in the U.S.

ORE 20C:300% A0




Driving forces behind strategic change for municipal governments

H Response by municipal leaders

» Doing more with less O New strategies to deliver faster, more
efficient and cost-effective service

» Regulatory changes — 0 Acquire and access broader
stricter enforcement resources, technology and experience
» Changing legislation O More cities and states

passing enabling legislation for DBO;
Arkansas passes S.B. 724: a sea
change opportunity for leaders

» Public interest L Ratepayers desire input on substantial
government expenditures (including
capital and environmental projects);
hearings/workshops are positive




Decision and question checklist for Fayetteville

J Can Fayetteville legally implement and use a DBO approach?
- Will there be substantial benefits to using DBO?

J Can Fayetteville maintain access to low-cost funding
(e.g. state revolving funds and tax-exempt financing)?

- What are the specific approval steps needed by the City
(e.g. Arkansas Soil and Water Conservation Commission)?

J What are the next steps and actions following the workshop?
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DBO can reduce risk on municipal
government and encourage innovation

Risk Profile

* City maintains most cost,
schedule, and long-term
performance risks

* Multiple parties

= No single guarantor

Traditional Delivery
Designebidebuild

Risk Profile

* Private sector assumes
majority of risks

e Guaranteed cost

* Schedule guarantee
* Performance and process

» Same risk transfer guarantees
to private sector * Scheduled design/build
* City maintains option to time shortened

contract O&M separately

DB Alternative Delivery
Designebuildeoperate




Recent designebuildeoperate experiences in the U.S.

Seattle, WA
(water)

"l Atchison, KS
B (water)
Seattle, WA -.f;.x ..illlh...lf.,.l._u._ Augusta, GA
(wastewater) = (wastewater)




NORTEHJVEST ARKANSA@ EDITION
- Arkansas Democrat &% (hazette

AFFIDAVIT OF PUBLICATION

) , do solemnly swear that | am

Leg | Clerk of the Arkansas Democrat-Gazette/Nor*thwest Arkansas
Times newspaper, printed and published in Lowell, Arkansas, and that
from my own personal knowledge and reference to the files of said

publication, that advertisement of:

Fiaal <§Q_MQ\Q was inserted in the regular editions on
O-{on |6 .

PO# O2-0000W%M-00\

** Publication Charge: $ ____ 131 R4

Subscribed and swom to before me this

\A day of Q.\;A.QA.AF 2003.

otary Public

My Commission Expires: _/5-1-077

** Please do not pay from Affidavit.
An invoice will be sent.

e —————————y
OFFICIAL SEAL
SHERI DENISE SUTTON | RECEIVED
NOTARY PUBLIC . ARKANSAS
Coga?gé%omn COUNTY Jut 11 2003
N EXP. 05/01/07 CITY OF FAYETTEVILLE
CITY CLERK'S OFFICE

212 NORTH EAST AVENUE e P.O. BOX 1607 » FAYETTEVILLE, ARKANSAS 72702 e (501) 442-1700
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DESIGN-BuUILD

DESIGHN-DUILDER

POSSIBLE A Classicol Notion of Single Sourc

ORGANITZATIONAL FORMRATS

. Integrc:ted Design-Build Firem
{in-house A/E/C professionals)

e Contractor Prime with A/E Subcontractor, or
A/E Peime with Conlractor as Subcontractor

* Design-Build Joint Veniure
(A/E and Contractor)

DESIGN-BID-BUILD

ARCHITECT/ERGINEER

CoORTRACTOR

-




