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• 24 years in business
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Respect for people

Optimize the Whole

Generate Value

Eliminate Waste

Focus on Flow

Continuous Improvement
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When to use the IFOA



https://www.thebalancesmb.com/common-types-of-construction-contracts-844483

https://spo.hawaii.gov/procurement-wizard/manual/determine-contract-type/?print=print https://www.bigrentz.com/blog/construction-contracts



1 IPD is a good choice when managing projects with scopes that are not initially clear, but it will require a more extended validation period before setting targets



Conditions of Satisfaction (CoS):
Define what “Success” means for the project team

DECISION MAKING 
CRITERIA

COMMON 
LANGUAGE 

DEVELOPMENT

SETS BEHAVIORAL 
EXPECTATIONS

DRIVES TEAM 
CULTURE

DESCRIBE POSITIVE 
OUTCOMES











What is Validation and 
Why is it Important? 



The Purpose 
of Validation 
is Certainty



The Statement:
“We can build this building for this budget, with this scope, in this much time, with 
this level of quality.”



Traditional 
is broken
Value Engineering 

becomes Scope 
Reduction Tool



Getting 
Started

• Site Information
• Feasibility Studies
• Market Need
• Labor Market
• Owner’s Business Case
• Preliminary Program



Validation Parameters:

• Follows the Business Case
• Culminates in a Go, No-Go
• Dedicated Budget & Schedule
• Dedicated Team of Experts
• Design has not Started



• Image courtesy of Integrated Project Delivery – An Action Guide for Leaders, 2019



• Role Model
• Leadership
• Model Transparency
• Need Support from 
Upper Management



Allowable Cost Established*

*subject to change



Conditions 
of 
Satisfaction

• Image courtesy of Project Validation: A Guide to Improving Owner Value and Team Performance, 2019



• Image courtesy of Integrated Project Delivery – An Action Guide for Leaders, 2019



Validation 
Plan Timeline

Budget

Location of 
Work

Training 
Needs

Existing 
information 

catalog

Known 
project 

constraints

Evidence of 
owner buy-

in



• Image courtesy of Integrated Project Delivery – An Action Guide for Leaders, 2019



Alignment
• Values Alignment/Decision Matrix
• Other goals/metrics
• Co-location protocol
• Communications protocol
• Onboarding protocol

• Image courtesy of Integrated Project Delivery – An Action Guide for Leaders, 2109



Alignment
• Existing information analysis
• BIM aspirations and BIMx
• Lean plan
• Safety plan
• QA/QC plan
• Training and level setting: Lean, 

IPD, TVD, Contract, BIM/VDC, 
Co-location, Forecasting, Team 
Structure and culture



• Image courtesy of Integrated Project Delivery – An Action Guide for Leaders, 2019



Validation 



Setting the Tone

• Image courtesy of Project Validation: A Guide to Improving Owner Value and Team Performance, 2019



• Image courtesy of Integrated Project Delivery – An Action Guide for Leaders, 2109

What Does 
“Done” Look 
Like?







• Image courtesy of Integrated Project Delivery – An Action Guide for Leaders, 2019



• Image courtesy of Integrated Project Delivery – An Action Guide for Leaders, 2109



Validation Report
• Alignment elements
• Validated owner requirements: drawings, 

sketches, narratives, models, etc. 
• Elemental cost estimate
• Validated target cost
• Validated schedule



• Profit plan/ “The Deal”
• Risk and Opportunity register
• Contract execution plan
• Includes buy-in and signoffs by all stakeholders









• Developer Provides Budget for Renovation at $30M
• Owner Hires Lean Coach
• Conditions of Satisfaction Established
• Owner Selects IPD contract
• Architect and General Contractor Hired For Validation 

Process
• THE ISSUE: Validation Process completes with a Target 

Value of $60M
• THE SOLUTION: Owner Can Now Make a Good Business 

Decision For Next Step
• RESULTS: Validation: 3 Months at 1% of Budget Cost vs. 

Traditional: 12 Months at 15% of Budget 



Examples

























IPD Trade Partner: A 
subcontractor contracted with 
the general contractor or 
owner, profit-at-risk

Risk-Reward Pool (R/R):  100% 
of the profit put at risk by the 
R/R Members.  Dependent on 
the Final Actual Cost, the R/R 
Members may earn all, a 
portion of, or no Risk/Reward 
Amount.  

Standard Subcontractor: A 
subcontractor contracted 
with the general contractor, 
lump sum

IPD Consultant:  A 
consultant contracted with 
the architect or owner, 
profit-at-risk

Standard Consultant: A 
design consultant contracted 
with the architect or owner, 
lump sum



Estimated Maximum Price (EMP):  Sum of 
all estimated Chargeable Costs + IFOA 
Contingency + Allowances + R/R Amount
* Occurs before completion of the 
Planning Phase



At Risk Threshold (ART):  Maximum project cost 
acceptable to the Owner before the R/R 
Amounts will be applied to cover team cost 
overruns. 



• Incentive Threshold (IT):  An amount set 
below the ART that will be compared to Final 
Actual Costs to determine the savings for 
calculation of the Incentive Amount



Project Management Team (PMT): Day-
to-day project managers from each firm 
that is represented in the profit pool 

*sometimes referred to as the Core Team

Senior Management Team 
(SMT): Representatives from 
profit pool firms who have a 
fiduciary responsibility to those 
firms



PMT

Owner

General 
ContractorArchitect
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PMT

Owner

General 
ContractorArchitect

IPD 
Risk/Reward 

Partners

IPD Design 
Consultant

Traditional 
Design 

Consultant

Traditional 
Trade 

Partners

Pro: Any Company Inside 
the circle is contractually 
obligated to Profit-at-
Risk model

Con: “Taxation 
without 
Representation” for 
all Risk/Reward 
Partners.  Profit is at 
risk but they do not 
have an actual seat at 
the table.  



PMT

Owner

General 
Contractor

Mechanical 
Engineer

Electrical 
Engineer

Architect



PMT

Owner

General 
Contractor

Mechanical 
Engineer

Electrical 
Engineer

Architect

IPD 
Risk/Reward 

Partners

IPD Design 
Consultant

Traditional 
Design 

Consultant

Traditional 
Trade 

Partners



PMT

Owner

General 
Contractor

Mechanical 
Engineer

Electrical 
Engineer

Architect

IPD 
Risk/Reward 

Partners
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Design 

Consultant

Traditional 
Trade 
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Pro: More direct 
interaction with the MEP 
Engineering Firms

Con: The more 
parties that get 
involved with signing 
the contract, the 
more complex it 
becomes
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PMT

Owner

General 
Contractor

Mechanical/
Plumbing 

Contractor

Electrical 
Contractor

Mechanical 
Engineer

Electrical 
Engineer

Architect

IPD 
Risk/Reward 

Partners
IPD Design 
Consultant

Traditional 
Design 

Consultant

Traditional 
Trade 

Partners

Pro: More direct 
interaction with the MEP 
Engineering Firms and 
MEP Contractors

Con: The potential 
movement of dollars 
from the GC to a MEP 
Contractor becomes 
complicated and 
wasteful



PMT

Owner

General 
Contractor

Mechanical 
Engineer

Electrical 
Engineer

Architect

Ri
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Steel Contractor

Carpentry/Drywall 
Contractor

Mechanical 
Contractor

Plumbing 
Contractor

Fire Protection 
Contractor

Electrical 
Contractor

Risk/Reward Partners are chosen based on 
the trade contractors that are determined 
to bring the most risk mitigation to the 
team



EMP
Architect $                            170,000 
Mechanical Engineer $                               95,000 
Electrical Engineer $                               60,000 

General Contractor (w/Trade Partners) $                         9,750,000 
IFOA Contingency $                            400,000 

$                      10,475,000 

EMP vs. FINAL COST ANALYSIS
EMP $                   10,475,000 (all costs + contingency)
ART $                   10,187,500 (EMP - Profit)
Incentive Threshold $                      9,787,500 (ART-contingency)

Final Cost $                      9,416,500 (actual costs)
Variance $                         371,000 (shared incentive)

INCENTIVE CALCULATIONS
Shared Incentive $371,000 R/R Members Owner
Final cost < Incentive (R/R Members/Owner)
$1 to $100,000 $                            35,000 $                            65,000 (35% / 65%) 
$100,001 to $200,000 $                            50,000 $                            50,000 (50% / 50%) 
$200,001 to $500,000 $                         111,150 $                            59,850 (65% / 35%) 

$                         196,150 $                         174,850 Shared Incentive $371,000
Contingency $                         400,000 
Total Incentive $ 196,150 $                         574,850 

RISK/REWARD DISTRIBUTION
R/R Members Risk/Reward Amount Risk/ Reward % Added Profit Pool Total R/R Profit

Architect $                               15,000 5.22% $                            10,234 $                            25,234 

Mechanical Engineer $                                 9,500 3.30% $                              6,481 $                            15,981 

Electrical Engineer $                                 6,000 2.09% $                              4,094 $                            10,094 

General Contractor $                            105,000 36.52% $                            71,637 $                         176,637 

Steel Trade Partner $                               30,000 10.43% $                            20,468 $                            50,468 

Carpentry Trade Partner $                               55,000 19.13% $                            37,524 $                            92,524 

Fire Protection Trade Partner $                                 5,000 1.74% $                              3,411 $                              8,411 

Plumbing Trade Partner $                               12,500 4.35% $                              8,528 $                            21,028 

Mechanical Trade Partner $                               27,500 9.57% $                            18,762 $                            46,262 

Electrical Trade Partner $                               22,000 7.65% $                            15,010 $                            37,010 

$                            287,500 100.00% $                         196,150 $                         483,650 

Incentive Pool Calculations
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RISK/REWARD DISTRIBUTION
R/R Members Risk/Reward Amount Risk/ Reward % Added Profit Pool Total R/R Profit

Architect $                               15,000 5.22% $                            10,234 $                            25,234 

Mechanical Engineer $                                 9,500 3.30% $                              6,481 $                            15,981 

Electrical Engineer $                                 6,000 2.09% $                              4,094 $                            10,094 
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$                            287,500 100.00% $                         196,150 $                         483,650 



Risk/Reward Essentials

Labor Rates Material Rates Overhead 
Percentage

Profit Percentage





+
(What did we find was valuable?) (What would we adjust for next time?)
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