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Mission + Purpose

Inspire. Educate. Unite.

Cogence (Latin)

“To drive together” or “Thinking that is well organized”

The purpose of the Alliance is to bring Owners and Developers, 
Architects and Engineers, Construction Managers and 

Contractors, and Allied Industry Professionals together to 
advocate and be a resource for improved project delivery.

For more information please visit us at 
www.cogence.org



Strategic Timeline
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How have you been an advocate for Cogence’s Mission?



Collective Risks We Face
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Agenda
Introduction (10 Min)

Basics of Business Practices (35 Min)

Activity: Develop a Cogent Solution to 

Financial Problem (50 Min)

Conclusion (10 Min)

Plus/Delta (10 Min)
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Owner



Inspire. Educate. Unite.



9Inspire. Educate. Unite.

Owner - Recent Examples
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ALL IN COST ANALYSIS

360,000 SF
$175,430,158
$487/SF

Original Estimate: $525/SF
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Owner - Behavioral Health



• The current budget is approximately $4.5M. Additional funds 
of $315k were substituted to cover overages.

• I listed a few items that caused the overrun at the bottom of 
the attached budget totaling 345k. 

• The project was completed on schedule with the final move 
into 8100 scheduled for the week of 1/2/17.

Budget Available capital 16-3161 $4,518,581.00
From MV $1,459,000.00
Phase II $1,250,000.00
Nurse Call $96,000.00
Phase I $1,400,000.00

Substitutions for 8100/8200, 
capital 16-3161

additional funding $175,000.00
additional funding $7,581.00
additional funding $15,000.00
additional funding $116,000.00

Estimated completion $4,507,000.00

Changes: Duct Detectors & AV's
$                                     

35,000.00 

Security Rough & Doors
$                                     

40,000.00 

Swisslog
$                                     

20,000.00 

Relocation phase II allowance
$                                   

200,000.00 

Diebold Move
$                                     

10,000.00 

Firestopping Existing
$                                     

40,000.00 
$                                   

345,000.00 
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Owner - Behavioral Health
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Owner - Conclusion 
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Architecture & 
Engineering



Project Fee

• Compensation for Tasks 1 -4 will be through our 
standard rates and will not exceed Thirty Three 
Thousand Dollars ($33,000)

• Reimbursable expenses (estimated at $ 3,000) such 
as travel and printing shall be in addition to our fee 
and shall be invoiced as they occur.  
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A/E - Proposal Process



11.2 Compensation for Basic Services

11.2.1 For basic services, as described in Article 2, and any 
other services included in Article 12 as part of Basic 
Services, Basic Compensation shall be computed as 
follows:

• PD 0% 

• SD 15% 

• DD 20% 

• CD 35% 

• BN 5% 

• CA 20% 

• PC 5% 
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A/E - Article 11 – Typical Fee Percentages
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A/E - Sample Workplan
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A/E - Timecard
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A/E - Monday Backlog and Hours Forecast
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A/E – Utilization Tracking

• Importance of Keeping Staff on Production
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A/E - Estimate to Complete

Jobs are tracked against contract value; work completed to date
And work to be completed
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A/E - Project Earnings Report

Earnings are tracked and compared to contract value
Work in Progress or WIP adjustments are made accordingly
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A/E - Income Statement



• Not enough fee to do the work

• Not enough budget to match the scope

• Client doesn’t like design / re-draw

• Changes or delays on the Job

• Issues in the field

• E and O Issue at the end of a job

• Informal settlement

• Claim 
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A/E - Worst Case Outcomes
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Construction Manager
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CM - Delivery Methods
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CM - Procurement/ Cost of Service 
Calculation

One Step or Two Step Process: 

1. Overhead and Profit (Fee) 
• Return on Staff Investment

• Project Risk Profile 

2. General Conditions
• Reimbursable Expenses 

• Insurance and Bonds 

• Staffing
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CM - Staffing Matrix

• A Staffing Matrix is developed with availability and 

projected hours
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CM - Victory Celebration
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CM - Preconstruction Services

• Cost Reimbursable with a 
fixed cap 

• Risk Management period 

• Constructability reviews

• Peer reviews on design

• Subcontractor input

• Competitive Bidding

• Scope Reviews

• GMP Finalization
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CM - Forecasting

• Work is then forecasted according to the work 
plans
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CM - Financial Results

• Financial Results are summarized Monthly and the 
Month is closed based on the performance of the 
projects
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CM - When the wheels come off

• Just a small sampling:
• Preconstruction Cost Overruns – Scope and Budget don’t align
• Overspend on direct cost or general conditions 
• Unfunded change orders, scope gaps in buyout
• Poor book keeping by field staff, don’t know you have a problem 

until too late
• Onerous contract terms weren’t negotiated out (damages, force 

majure)
• Schedule isn’t met and additional staff and direct cost required
• Overtime or other non-reimbursable costs incurred to complete 

(reputation)
• Subcontractor, vendor, or manufacturer failures and defaults
• Non insurable losses (insurance carve out)
• Post construction issues/defects.
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Trade Contractors



• Given the opportunity to be a part of the TEAM 

• Understand what owner is trying to accomplish. 
What is the purpose of the project?

• Requirements

• Wish list

• Boundaries and parameters
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TC - How Our Business Operates
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TC - Estimate

Estimates are prepared based on labor projections; salary and manhours
Required to execute the workplan



• Material impact and risk, generally low

• Labor risk, generally high
• Field management issues

• Crew issues

• Project Manager vs. Foreman conflicts

• Putting the round peg in the square hole

• Understanding schedule
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TC - Risk Mitigation



Hours

Service 500

Feeders/Distribution 2,000

Mechanical 750

Branch 10,000

Lighting 1,000

Systems 500

Finish 1,000
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TC - Monitor



• No schedule/plan

• Incomplete schedule
• Schedule is all about detail and plan

• Schedule not maintained, or worse, ignored

• The vision is near-sighted, long term outlook
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TC - Schedule Schedule Schedule



• Overtime

• “An hour’s an hour, it’s your problem.” 

• “You didn't buy hours from us, you bought a plan.”

• “What do you mean there’s cost for efficiencies?”

• “That’s your problem, figure it out!”
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TC - Many Times the Attempted Resolution is Costly



Stop, think, and work as a team

• What is creating the issues with schedule?

• How can we change the schedule to accommodate 
and mitigate cost impact to team?

• Develop a new, mutually agreed upon, plan that 
works for the team.
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TC - Resolution
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How can teamwork 
reduce Financial Risk?



The Situation:
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The Owner is implementing a key strategic business initiative which requires a 
new facility.  The Board of Directors has approved a $45M construction cost budget 
(with 20% soft budget added for overall project budget) for this project.  The budget 
and schedule were established based on historical references to a similar project with 
generic price per square foot information gathered from friends of the Board, based on 
a “similar” project completed 7 years ago.  A preliminary program has been developed, 
but all aspects of the program have not been defined.  

The organization is relying on the revenue from this initiative in 2019, two 
years from today.  The organization has secured a loan to finance this project, and no 
additional funds are available.  

To achieve competitive pricing from the start, the Owner solicits design 
proposals from a prequalified list of Architects.  The Architect must submit a fixed fee 
for traditional basic services, committing to standard contractual terms and conditions 
of the Owner including “a design to budget clause.” The Owner received four proposals 
and selected the Architect with the lowest total fee.  The selected Architect agrees to 
the contractual terms, and the project begins.  

The Owner allows the Architect to select the Engineering team.  The Architect 
selects the Engineer who has the most history with the Owner.  Their fee is based on an 
assumption of approach and scope given past experiences with the Owner and a 
conversation with the Architect.  The Architect and Engineer agree to the standard terms 
and conditions of an AIA contract, tying the Engineer to the terms and conditions to 
which the Owner and Architect agreed.



The Situation:
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The project delivery method selected is Construction Manager at Risk.  Prior 
to the completion of Schematic Design, two Construction Managers were interviewed.  
The selected Firm indicated that the project could be built within the Owners 
parameters.  Their scope included pre-construction estimating services, in addition to 
Construction Manager at Risk.  A guaranteed maximum price (GMP) would be 
established at 75% Construction Documents.   Upon completion of Schematic Design, 
the construction estimate was 15% high.  At that time a redesign was not requested 
because the Team felt that once they had more detailed drawing they could work with 
the Trade Contractors and issue a GMP within the project parameters.

Upon completion of Design Development, the Construction Manager issues 
an estimate with Trade Contractor input that is still significantly over the project budget. 
The Owner forces the Architect and Engineer to redesign, at their expense, and the 
Construction Manager to quickly redo their estimate.

The design and engineering team completes the redesign while the 
Construction Manager and the Trades use hand sketches and notes to develop GMP 
while the redesign is being completed.  The Construction Manager issues a GMP.

Trade Contractors are asked to provide a number and schedule based on the 
revised drawings.  Initially, Trade numbers were high across the board.  Given pressure 
from the Construction Manager and the historic volume of work key Trades performed 
for the Construction Manager and the Owner, they all agreed to a reduced margin and 
the timeline to help get the GMP within budget. 



How does the Owner Mitigate this Financial Risk?
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• Recognize fault
• Don’t know what don’t 
know
• Fix 2 parts of the 

triangle not just 1 
(cost, quality, schedule)

• Consider alternate 
delivery methods

• Schedule based on 
optimal conditions

• Define requirements 
(needs) – build to 
code

• Build less

• Incentivize innovation 
• Make it easy for 
others

• Accelerate payment 
terms to improve cash 
flow to ease

• Stop when realize out 
of line

• Identify & fund a 
feasibility with 
expertise 

• Select your best TEAM 
of reliable designers 
and contractors to 
move forward



How does the Architect Mitigate this Financial Risk?
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What could we have done different:

• CM on early – on own dime if needed – validate number 
early

• Select engineer differently

• Why did we keep going after SD is 15%
• Pull the cord

• Early review of program – clarify need v wants

• Have the difficult conversation! 
• If needed do as a team

• Invite Owner to Cogence meeting!

• Renegotiate the T&C’s – design in budget



How does the Engineer Mitigate this Financial Risk?
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• Owner Intervention
• Realistic budget assessment
• No posturing 
• Leadership
• Define & link engineering program
• Create design/engineering contingency
• Direct communication with trades – work 
contingencies down – do not displace scope

• Do not redesign in a vacuum 
• Clarify use of building – specific engineering 
system



How does the Construction Manager Mitigate this Financial Risk?
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We are here, now what:

• Collectively reconcile problems immediately – if 
we search for solutions in silo we won’t solve –
regardless of contract

• Identify opportunity for cost savings – alternates

• Engage trades

• Realize where the other team members are at a 
different point financials

• Give better terms to sub trades to get better 
price and cooperation

• Collaboration is never too late



How does the Trade Contractor Mitigate this Financial Risk?
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In this situation, now what:
• Create a team
• Communicate with CM/A/E to reengineer 
building – for all trades

• Identify Prefabrication elements – reduce field 
labor

• Reduce the amount of labor
• Work with A/E to develop details – tight estimate
• Understand scope per trade – in appropriate 
hands

• Adjust sequence – batch planning



Conclusion
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• Don’t go forward knowing its broken!

• Leadership!

• Early Involvement of Entire TEAM

• Reconcile at Every Step

• Collaboration Never too Late

• Don’t Live the Lie

• Candor/Openness with Owner

• Further Define the Project

• Funding Feasibility Phase/Process



2017 Calendar of Events
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Program Joint Committee Meeting



2016 - 2017 Program Timeline

Inspire. Educate. Unite.

May 

2016

July 

2016
Sept./Nov 

2016

Mar. 

2017
Jan. 

2017

May 

2017

Leadership Communication Financial
Project 

Management
Failed 

Expectations
QualityContractual

July 

2017



Joint Committee 
Meeting

17 February 2017 | 2:30 
@ Karpinski Engineering
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Next Roundtable
8 March 2017 | 4:30
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Plus/Delta
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Plus:
• Mixing Up Work 

Groups
• Participation 
• Fun
• Openness of Business 

Model Presentation 
• Attendance 
• In real life we need 

to Solve the Issue 
Differently 

Delta:
• Insufficient Time
• Consider

• How do we start 
a project as future 
roundtable 
agenda 

• Summary Session 
- Relate all 
Cogence 
Meetings to Date

• Role Play Ideas



Inspire. Educate. Unite.

November 2016 Program Recap

0.00 1.00 2.00 3.00 4.00 5.00

Objectives were clear

Provided new/useful information

Amount of material covered was appropriate

Was worth the time I invested

Gain a better understanding of subject

Facilitators were knowledgeable and
professional

Enough time was allocated

Apply what I learned in the future

Overall Session Rate

Mar- Sept 2016 Average Nov 2016
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