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INTRODUCTION

r In these times of resistance to higher taxes and municipa

budget increases, there are alternatives to Public Financing o

p Public Facilities. A prime alternative is private financing of

privately owned facility exclusively for use by the public agenc

LI or agencies. The facility is leased to the public agency o;

r terms negotiated between the private developer — builder and th

public agency. These terms can be arranged to help the Cit’

r maintain a relatively fixed budget for the facility over a perio

of time. The advantages to the public body are many; th

disadvantages are few, if any.

r This presentation is being made to inform you of thi:

method, and to inform you that we, as Northern Developers, ar

U available to provide this facility to you.
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OUTLINE OF PRESENTATION

I. Review of FeaBibility Study of 1983

A. Review Findings of Study

B. Preliminary Plan Review

C. Cost Savings’ of doing Now vs. Future

II. Advantages’ of Development—with—Leaseback Construction vsConventional Plan and Spec Construction

A. Private Sector Financing

1. No bond issue, referendum, or associated fees.
2. No capital outlay budget requirements for buildinglease payment only — time and cost.

B. Defined maintenance tailored to lessee’s requirements
1. Leaky roofs

2. HVAC problems

3. Painting problems

4. Structural problems

III. The Concept — Development—with--Leaseback Construction vs.Conventional Plan and Spec Construction

1. Team concept — see enclosed article

2. No construction headaches for the Lessee

3. Beneficial occupancy time is much faster — secenclosed schedule

U 4. Construction cost is developer’s responsibilitydeveloper provides space at a specified costto lessee.

5. Quality Control — Lessee hires outisde, independentconsultant to insue that Developer/owner willU provide value he is paying for in lease payments.
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IV. Northern Developers Qualifications

A. H.tJ.D. Senior Citizen Housing Project, Ironwood,Michigan

B. Michigan Bell Building, Ironwood, Michigan/done undexthe name of Industrial Service Co.

C. Team Concept Construction by a Principal of thcDeveloper (Industrial Piping Co.)

1. D & N Building, Marquette — Reference: Mr. Kenneti
Seaton

P 2. L.S. & I. Railroad Central Shops Building -Li Reference: Mr. Robert DeGabriele

D. Sundberg, Carlson & Associates, Inc. Qualifications -LI See Sundberg, Carlson & Associates History &
Qualifications.
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INTRODUCTION

During recent times,
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(3) Higher than normal energy
structure deficiencies which
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Replaces: None

M Mater:

The Team Concept in cvnstruction has been around for many years and

has been referred to by rrny nates - Sirce this type of .nrk is a part

of the b.isiness of nearly all n’echanical cxmtractors, have piblisI

this lnlletin so that the organization of a tean can be discussed along

with the advantages and disadvantages of this approach.

The Team Concept situld not be confused with the Construction Managatent

approach. The Construction Manager may be part of the Team Concept

approach, bat nust often he is anployed only as the CYviner’ s. representative

and a project of that type cu]sd not have any of the advantages that can

be achieved under the Team Concept.
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0

THE TEAM ORGANIZATION

The “Team Concept” for building a prolect has in the past
been a “Design and Build concept since speaking of the team
as a unit, the group works together and does accomplish the
design work and the construction of the prolect However, the
Mechanical Contractor’s involvement in the pro1ect may not
be as a design firm but as the constructor furnshing input
from the standpoint of the contractor as to costs and
construction considerations,

The usual team makeup will be the Owner or Developer,
Architect, Engineer, General Contractor, Mechanical Contract
or, and Electrical Contractor as a minimum which will cover
all of the specializations necessary to design and build the job.
Note that the Owner of the job is considered as being on the
team and is a very important element for efficient and rapid
resolution at any matters which require the Owner’s decision.

There may be additional organizations in the team to
contribute their expertise in a certain specialization depending
on the magnitude and importance of that work to the
design/development elton. For instance, the structural engi
neer and possibly a structural firm may be involved; possibly,
as another example, iie protection systems must be consider
ad throughout in a particular type of building and the early
involvement of the tire protection contractor must be in the
team arrangements.

HOW TEAMS ARE FORMED

It is nice to be with a selected group to develop and build a
large building or factory but this just doesn’t happen every day
and, most likely, many contractor; have not gone through a
team job from start to finish.

Most often the Mechanical Contractor is one of several
companies invited to present their qualifications and then be

SU Ri E CT:
DATE:

FILE:
REPLACES:

Team Concept In Consi
August, 1976
Job Management
None

interviewed, The invitation often comes from the
Contractor who may have already been selected or, as
sortie instances, all contractors have gone In as a team
the sales pitch on a team basis.

An invitation of this sort usually requests certain
information about the company including general mi or
basic organization, annual volume, list of project
construction, backlog in dollar volume, financial su
references, and the names of personnel to be used on

Other questions which may be asked relate to F
contractor would propose to organize the job, how h
propose to work with the designers, handle the const
what cost control and labor monitoring control sys
has and, many times, his approach to scheduU
familiarity with CPM or Pert System.

So while he might be involved in a team through
of a number of circumstances, from a case where h
seek to form a team for a particular project to
situation where he might be picked along with other
ors by the Owner most frequently the oppcrtunit
about through an invitation or selection by a
Contractor that the Mechanical Contractor is acquain
or who believes he needs someone of the Mechanical C
or’s size and qualifications.

QUALIFICATIONS TO BE IN “TEAMS”

In discussing the qualifications to handle the me
contracting responsibilities in the team effort, the ii
four (4) items are listed:

1, Estimating Capability
2. Engineering Capability
3. Experience with the Team Concept
4. Construction Capability

I—
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These are not necessarily in order of importance.



Estimating Capability is extremely important in handling
the various cost determinations necessary to test out various
design approaches and arrive fairly quickly at the right
numbers for comparison. The contractor members of the team
must have extensive background in pricing buildings of all
types and, also it is very important that he has cost records
from past work and past bids.

It is often helpful to be able to give a fairly realistn opinion
of what cost or cost differences might be or, at least, which of

two 121 choices would be thet most expensive and some
indication ol what magnitude of differences there might be. In
some team lobs, the est i mating requirements begin with a
budget derived lioni the skeichiesi tiforniatiut. and this
estimate is efined several times as more “slot ruation and
actual layouts become availabie until the time whets drawings
and specifications are fairly complete and definitive and the
information s available for a conventional estimate of the
project. In other cases, the iinat price of the job must be set
from only a plot plan and/or ri.piesentative floor plans and all
contractual information must he established, including a firm
price or maximum price prior Hi having attythitig else to work
with As you can see, this is otto of the most difficult but also
most important capabilities that must be provided to the team
as a Mechanical Contractor

The second item mentioned above, Eng,neer,,ig Capability.
is also quite essential in order to have a position of being able
to participate in the design of (even though not designing) the
HVAC and Plumbing systems Here, it is a matter of
understanding system options, code requirements, and the
practical considerations of the various types of plants or
systems that might be mentioned. Being able to relate, as
mentioned above, the engineering approach to the cost and
degree of difficulty from a mechanical contracting standpoint
is what is done in the team effort

The third item mentioned above, which is Experieice With
The Team Concept s Uric of the most important requirements
and yet not the most difficult provided that the two (2)
previous items, Estimating and Engineering are fairly ade

quate

The Team Concept is not a method where there is just one

and only one way of doing things The ob and the leading

team members will most likely establish the program to be

followed so an item of prime importance is to understand the

program and the schedule of meetings and requirements as

they pertain to what the Mechanical Contractor is supposed to

do. The main thing, then, is to work seriously and diligently

on the information he is to have available to him and to be
well prepared with the assigned work and any other informa

tion or concepts he wants o propose. The best team members

and the ones most appreciated are those who have done their

homework well, and itoi ‘iecessarily those who can boast of

extensive experience

The last item, Construction Capability, is also qu
obviously absolutely essential and atter all the other prepi
tory work is completed and in good shape, top performanc
what will cap off the effort for a successful prolect,

THE OPERATION OF THE TEAM

1, Establish Preliminary Design and Criteria
The purpose here is to define the type of structure
probably the type of construction. For instance, a SI

frame building or poured concrete, and determination
the size of the building such as the number of square fi

number of floors, height information, etc. ft will
established where the building will be built, on w
specific piece of property, and this will atlow irivestigat

of the area for utiltties, etc. The schedule for the pro
from the beginning of conceptual planning and estima’
through completion of working drawings and construct

should be established. Decisions on design criteria to go
HVAC systems and plumbing must be made at least c

preliminary basis. The location of equipment rooms

central plants and information on any special usage a

such as computer rooms, cafeterias, etc. must be es

lished. The arrangement of lease areas must be deterrni

and it will help considerably if a copy of the proposed I’

agreement between the Owner and his tenants can

obtained

2 Preliminary Budget
At this point, it may be intended to establish a commi

price on the project. There are two (2) approache

setting budgets that are generally used. In one instance

Owner and his consultants establish a budget for the er

project which, at that cost, makes it a feasible project a

as the Owner and his financial people are concerned,

next requirement then is to divide the budget into

various items it covers with an allowance for each eler

such as the land and associated costs, architect’s

engineering fees, general construction, mechanical

electrical. If each part of the overall project is withi

allocation of funds, the project is feasible, In this apprc

the cost of the project is the beginning, and design

planning to fit that cost are the functions of the team.

nother approach is for each of the team membe

propose a budget for the portion of the project und

responsibility and either following criteria for the jc

initiating criteria in explanation of the budget propose

each phase. The total budget is then compiled and testi

the Owner and his financial people to determine i

project is feasible. If this is determined to be an accer

budget and, understanding that this budgeting is ad

done prior to design, the team then goes to work wit

design people to go through the process of design/des

ment to the established budget. It can happen that

factors may be involved or come to light dunn-

design/development phase that would possibly put t[

out of the money and it may either be postpon

abandoned, or the entire team must repeat the process
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3. Feasibility Analysis
The first factor involved in the feasibility analysis is the
proforma, which is the developed estimate of the Owner’s
total costs as compared to the revenue he anticipates
making for the purpose of determining whether or not the
proposed project will produce acceptable profit. Involved
also in the study of feasibility is the availability of financing
and these two (2) functions are closely interlocked. It is
normally not the duty of the Mechanical Contractor to
work the protorrna but he might be involved rn some of the
estimates of tenant finish or .uni I cost for various tenant
work or possibly in maintenance and operating costs

4 Coiistrucciori Starr Retort’ Cusiipft’ lion o1 Work irig Drawings
It is usual that a lob on the team basis will be started as
soon as the Owner is satisfied that his profect is feasible and
that the costs are correct. Also the final commitment on
financing and availability of funds is a determining factor.
Construction can be- started as soon as foundation drawings
are completed and can progress as detailed design drawings
are being prepared. This will result in the building being
completed and producing income well ahead of a project
which is contracted under the bid system.

5 Working Drawing Preparation
Team members work in close cooperation to control the
costs as the construction documents are being prepared

6 Final Price and Contract
Except In the case where a firm price is negotiated on the
first preliminary drawings,the final firm price is estimated
from the corripteted working drawings to determine that
the lob is designed within the budget originally established
or possibly to see if savings have been generated. It is
desirable at that point to receive a fixed price contract for
the job. This will also provide the Owner with a guaranteed
cost. There are also, however, jobs where the guaranteed
maximum is established with a fixed fee and usually with a
participation in savings The optimum team work occurs
when an ‘Incentive Type’ contract is used where the
Ownei participates in any savings that might be generated.

[.1 7

Jobs run on a team basis should be carefully scheduled
under ‘he supervision of the General Contractor for the best
results

8. Construction

ki The team spirit can prevail throughout the entire projectLi and all of the team mpmt,e, s t,enef it fro,n the maximum
Cooperation

U i Before the expensive detail design work is uisdertaken. the
team checks out the oh for a realistic balance between the
technical considerations and the necessary economical-: considerations Thus, the Owner or developer can deter’

mine whether his project is feasible on a cost-tbasis.

2. Financing can be arranged based on a firm commi’
instead of budget figures that might ultimately pr
inaccurate.

3. Early project completion because construction
and material can be procured while final con
documents are being completed.

4. The contracting side of the team will have a
controlling construction details and techniques to
more building for less money and in a shorter time

There are many examples that could be discussi
choice of materials or choice of job configuration
changes which came about in the design/devi
process have taken substantial sums of money tror
costs. It can be shown that the Team Concep’
“Incentive Type” construction contract afford tt
many benefits in thete areas over bidding of jobs.

5 Under the “Team” system of construction all
advantages are extended to the client to the end
lowest possible project cost can be achieved. I
readily shown that this program and an “lncenti
construction contract afford the client the n
benefit of competitive buying, the maximum conti
equipment and materials to be used in his buit
maximum assurance of on-time and on-budget deli
the best possible conditions for top efficiency and
ance of all individuals and firms involved in the pro

DISADVANTAGES OF THE TEAM APPROM

To be able to participate fully in the Team Appri
Mechanical Contractor must have a staff of hig
patent people that are immediately available to pa
Many times the quality of the Mechanical Coni
judged by his proposal and by his representalive
proper personnel must handle this.

2 If the Mechanical Contractor attempts to parti
every project that he hears about, he will soon
many of these are “blue sky” and that he has sper
time, money, and travel expense with nothing to
it. Be selectivel

3. II other team members are in another city, t[
necessitate many out’of -town trips Than if all pre
expenses are not reimbursible. the Mechanical Ci
may end up with a low profit job, even though he i

the successful team.

4. The paper work on a large cost’plus project of thi
staggering Unless all of the accounting and billin
reimbijrsible the Mechanical Contracto could hay
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hidden expense. This applies to your controller’s time when
audits are required.

5. Many Owners and General Contractors feel that a negoti
ated lob should carry a low fee, This is not reasonable
because of the expertise required of the Mechanical
Contractor, as outlined above, and of the fact that the
contractor must supply his best project engineers and
supervision to the job because ot the team relationship. If
the Mechanièal Contractor cannot get a reasonable return
from the job, he may be better oft pursuing other types of
contracts

6 On large projects, the changes may come so last Ihat the
Mechanical Engineer cannot handle them At this point, the
Mechanical Contractor may have to gel involved in dralting
and layout in order to keep the job moving. Make sure that
you have these personnel available and that their costs are
reimbursible.

7. When the project is going to be fixed pcice or cost-plus
a maximum, the contractor has to use great skill
pricing the job, especially when using less-then-corn
working drawings, If he is too conservative, the job wil
go. If he is too low, he will have a problem later.

SUMMARY

The Team Concept has been used for many years in se
of its various forms and names The term “Team Concep
used in this article refers to the projects where all
members are involved from the very start, and espec
before any working plans and specifications are develc
This allows for input from the contractors into the desicir
this is probably the point that gives the one largest advar
to the Owner.

Many projects have been completed on a Team Cor
basis and the Mechanical Contractor can look forward to
method of construction being a pert of our business ii

future,
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