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CM at Risk CM at Risk -- Presentation ObjectivesPresentation Objectives

–– What is CM at Risk?What is CM at Risk?

–– How Does CM at Risk Differ from other Delivery How Does CM at Risk Differ from other Delivery 
Methods?Methods?

–– What are the Advantages of CM at Risk?What are the Advantages of CM at Risk?

–– Use of the CM at Risk Delivery Method in the Use of the CM at Risk Delivery Method in the 
Water MarketWater Market



What is CM at Risk?What is CM at Risk?

Key Points:Key Points:
CM firm holds all subcontracts CM firm holds all subcontracts –– CM is AT RISKCM is AT RISK

CM provides PRECON SERVICES during designCM provides PRECON SERVICES during design

CM submits a CM submits a Guaranteed Maximum Price (Guaranteed Maximum Price ( GMP) GMP) 
to perform all the workto perform all the work

All costs associated with the project are open for All costs associated with the project are open for 
review by the owner review by the owner -- OPEN BOOK ACCOUNTINGOPEN BOOK ACCOUNTING



Preconstruction ServicesPreconstruction Services
Cost estimatingCost estimating
Preparation and coordination of bid packagesPreparation and coordination of bid packages
SchedulingScheduling
Value Engineering / Cost ControlValue Engineering / Cost Control

Construction ServicesConstruction Services
Administration/Supervision of all trade and subcontractsAdministration/Supervision of all trade and subcontracts
Safety conformanceSafety conformance
Rigorous Project Budget & Schedule ControlsRigorous Project Budget & Schedule Controls
Strict Quality ControlStrict Quality Control
Change Management Change Management –– Owner AdvocacyOwner Advocacy
Acceptance testing & StartAcceptance testing & Start--up Supportup Support

What is CM at Risk?What is CM at Risk?



How and When is a GMP Developed?How and When is a GMP Developed?
–– GMP is the maximum amount the Owner pays GMP is the maximum amount the Owner pays 

for the project, including costs of the work, for the project, including costs of the work, 
general conditions and CM fee.general conditions and CM fee.

–– The GMP is developed when the scope of work The GMP is developed when the scope of work 
is sufficiently designed to be fully priced.is sufficiently designed to be fully priced.

–– Less complete bid documents require a higher Less complete bid documents require a higher 
contingency value on the GMP, however: contingency value on the GMP, however: 

UNUSED CONTINGENCY IS RETURNED TO THE UNUSED CONTINGENCY IS RETURNED TO THE 
OWNER!OWNER!

What is CM at Risk?What is CM at Risk?



CM at Risk v. Lump Sum CM at Risk v. Lump Sum 
Bidding & D/BBidding & D/B

CM at Risk
Lump Sum Bid

Or
D/B

Owner must weigh the advantages and disadvantages of each approach



Organizational ComparisonOrganizational Comparison
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How Does CM at Risk Differ from other Delivery Methods?How Does CM at Risk Differ from other Delivery Methods?
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How Does CM at Risk Differ from other Delivery Methods?How Does CM at Risk Differ from other Delivery Methods?

Owner participation to extent Owner participation to extent 
desireddesired

No owner (or little) controlNo owner (or little) controlSubcontractsSubcontracts

YesYesNo No Builder input during Builder input during 
design?design?

OwnerOwnerOwnerOwnerWho Controls Who Controls 
Design?Design?

Construction can be phased Construction can be phased 
as design continues. FAST as design continues. FAST 
TRACK option.TRACK option.

Design to 100%, bid the job, Design to 100%, bid the job, 
start constructionstart construction

ScheduleSchedule

Open book process. Owner Open book process. Owner 
sees all costs.sees all costs.

Owner sees only one lump Owner sees only one lump 
sum price for all worksum price for all work

Cost of WorkCost of Work

CM selected on qualifications CM selected on qualifications 
and feeand fee

GC selected by low priceGC selected by low priceContractContract

CM at RiskCM at RiskLUMP SUM BIDLUMP SUM BID



Owner participation to Owner participation to 
extent desiredextent desired

No owner (or little) controlNo owner (or little) controlSubcontractsSubcontracts

YesYesYesYesBuilder input during design?Builder input during design?

OwnerOwnerDB FirmDB FirmWho Controls Design?Who Controls Design?

Construction can be phased Construction can be phased 
as design continues. FAST as design continues. FAST 
TRACK option.TRACK option.

Construction can be phased Construction can be phased 
as design continues. FAST as design continues. FAST 
TRACK option.TRACK option.

ScheduleSchedule

Open book transparency. Open book transparency. 
Owner sees all costs.Owner sees all costs.

Owner sees only one price Owner sees only one price 
for all workfor all work

Cost of WorkCost of Work

CM selected on CM selected on 
qualifications and feequalifications and fee

DB team selected on DB team selected on QualsQuals
and low priceand low price

ContractContract

CM at RiskCM at RiskDesign BuildDesign Build

How Does CM at Risk Differ from other Delivery Methods?How Does CM at Risk Differ from other Delivery Methods?



Lump Sum Bidding: Conventional Lump Sum Bidding: Conventional 
General ContractingGeneral Contracting

AdvantagesAdvantages
Approach is well understood Approach is well understood 

Minimal owner involvement if all goes Minimal owner involvement if all goes 
according to planaccording to plan

Clean bids provided schedule allows for Clean bids provided schedule allows for 
complete documentscomplete documents

Well suited for simple projects and Well suited for simple projects and 
where time/budget sufficient to fully where time/budget sufficient to fully 
advance designadvance design

Develop Design

Bid & Award

Build

DisadvantagesDisadvantages
Lack of Builder input  during designLack of Builder input  during design

GC profit is unknown GC profit is unknown –– no open bookno open book

Lack of owner control on subcontractor Lack of owner control on subcontractor 
qualificationsqualifications

Inability to fast track designInability to fast track design

Savings during buyout phase go to the GC Savings during buyout phase go to the GC ––
not the ownernot the owner

Greater potential for adversarial relationshipGreater potential for adversarial relationship

Start UpTime

How Does CM at Risk Differ from other Delivery Methods?How Does CM at Risk Differ from other Delivery Methods?



Design

BuildTime

AdvantagesAdvantages
Single point of project responsibility Single point of project responsibility 

Minimal owner involvement  Minimal owner involvement  

Fast track potentialFast track potential

Builder involvement/ingenuity Builder involvement/ingenuity 
injected into designinjected into design

Increasing familiarity with D/B in Increasing familiarity with D/B in 
water marketwater market

DisadvantagesDisadvantages
Lack of owner control after D/B firm onLack of owner control after D/B firm on--boardboard

BuilderBuilder--A/E  profit unknown A/E  profit unknown –– NO OPEN BOOKNO OPEN BOOK

Lack of owner control of subcontractor Lack of owner control of subcontractor qualsquals

Savings during buyout phase go to the D/B , Savings during buyout phase go to the D/B , 
not the ownernot the owner

Greater Potential for Adversarial Relationship: Greater Potential for Adversarial Relationship: 
Cost driven contractingCost driven contracting

Design / BuildDesign / Build
How Does CM at Risk Differ from other Delivery Methods?How Does CM at Risk Differ from other Delivery Methods?

Develop Design Concept

Bid



Construction Management at RiskConstruction Management at Risk

AdvantagesAdvantages
Emphasis on team approachEmphasis on team approach

Checks and BalancesChecks and Balances

Continuous Open Book budget controlContinuous Open Book budget control

Constructability / VE during Design Constructability / VE during Design 
PhasePhase

Phased Construction Phased Construction 

DisadvantagesDisadvantages
Process is new to many ownersProcess is new to many owners

Perception that owner accepts more risk Perception that owner accepts more risk 
due to multiple contractsdue to multiple contracts

Design

Pre-purchase

Bid & Award

Time Construct

How Does CM at Risk Differ from other Delivery Methods?How Does CM at Risk Differ from other Delivery Methods?

CM selected



Budget Control realized throughBudget Control realized through…………..

Value EngineeringValue Engineering

Continuous or staged CM Cost EvaluationsContinuous or staged CM Cost Evaluations

Development of Bid AlternatesDevelopment of Bid Alternates

Scope reviews to Reduce  / Eliminate Claims & ChangesScope reviews to Reduce  / Eliminate Claims & Changes

Non Adversarial Relationship between Owner Non Adversarial Relationship between Owner –– CMCM

More time for designer to develop plans/specs for tail end of joMore time for designer to develop plans/specs for tail end of job b 
while front end starts = better quality documents, reduced changwhile front end starts = better quality documents, reduced changeses

Selection of lowest priced, prequalified, subcontractors Selection of lowest priced, prequalified, subcontractors 

Budget ControlsBudget Controls
What are the Advantages of CM at Risk?What are the Advantages of CM at Risk?



Buy Out Savings Returned to the OwnerBuy Out Savings Returned to the Owner
Open Book AccountingOpen Book Accounting
Unused Contingency is returned to the OwnerUnused Contingency is returned to the Owner
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Concept Estimate - $42.6M

Post VE - $39.4M

Final - $39.1M

Below BudgetBelow Budget



CM develops & manages scheduleCM develops & manages schedule
Weekly / Monthly schedule progress reportsWeekly / Monthly schedule progress reports
Long Lead items identified early and Long Lead items identified early and 
prepurchasedprepurchased
Scope review reduces time lost to claims & Scope review reduces time lost to claims & 
changeschanges
Flexibility to accommodate owner issues by Flexibility to accommodate owner issues by 
adjusting bid packages/sequencingadjusting bid packages/sequencing

On ScheduleOn Schedule
What are the Advantages of CM at Risk?What are the Advantages of CM at Risk?



Purpose is to check bidders proposal against Purpose is to check bidders proposal against 
scope requirementsscope requirements

Assures all of the scope is in the bid and the Assures all of the scope is in the bid and the 
contractcontract

Opportunity to discuss Exceptions / Variations / Opportunity to discuss Exceptions / Variations / 
Alternates Alternates 

Scope ReviewsScope Reviews

What are the Advantages of CM at Risk?What are the Advantages of CM at Risk?



FMI 2007 Survey: 66% of respondents use DBB, FMI 2007 Survey: 66% of respondents use DBB, 
23% believe it offers the best value.23% believe it offers the best value.
About 19% of all respondents use CM at Risk, About 19% of all respondents use CM at Risk, 
35% believe it offers the best value35% believe it offers the best value
Of municipal respondents, 9% report using CM at Of municipal respondents, 9% report using CM at 
Risk, yet 28 % believe it offers the best value. Risk, yet 28 % believe it offers the best value. 
State, 24% use, 41% believe best valueState, 24% use, 41% believe best value
Federal, 11% use, 25%Federal, 11% use, 25% believe best valuebelieve best value

Market TrendsMarket Trends



CM at Risk on Water ProjectsCM at Risk on Water Projects
Easton WTP, Easton, CTEaston WTP, Easton, CT
–– 20MGD20MGD
–– Delivered 20% below budget & on timeDelivered 20% below budget & on time

Hemlock WTP, Fairfield, CTHemlock WTP, Fairfield, CT
–– 50MGD50MGD
–– 50 subcontracts, executed parallel with design50 subcontracts, executed parallel with design
–– $9M under budget$9M under budget

Others: Upper Blackstone Valley, Norwalk, CTOthers: Upper Blackstone Valley, Norwalk, CT
Nationally, FL, TX, GA, AZ, CANationally, FL, TX, GA, AZ, CA



Design phase cost controlDesign phase cost control

Constructor input on designConstructor input on design

Schedule control Schedule control –– ability to fastability to fast--tracktrack

Controlled purchasing Controlled purchasing –– ability to preability to pre--purchasepurchase

Open Book Accounting Open Book Accounting –– TransparencyTransparency

Owner AdvocacyOwner Advocacy

Summary of Summary of CMaRCMaR advantagesadvantages



Questions?Questions?


