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IPD: The Concept

What is it?

– Contract or Project Delivery Approach?

– “IPD is a project delivery approach that integrates 
people, systems, business structures and practices 
into a process that collaboratively harnesses the 
talents and insights of all participants to optimize 
project results, increase value to the owner, reduce 
waste, and maximize efficiency through all phases of 
design, fabrication, and construction.”

A Working Definition: Integrated Project Delivery 
AIA Integrated Project Delivery Task Force (2007)
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IPD: The Concept

What is it?

– Multi-party or Collaborative 
Overlay

– Risk Avoidance

– Shared Pain and Gain to 
Promote Shared Information 
and Resources

– Project First: all members of 
the Project Team share in 
decision-making and 
execution

Owner

Contractor

Subs

Designer Project
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IPD:  The Concept

Why Do It?
– Increased certainty in 

project outcomes (cost 
and schedule)

– Increased efficiency with 
Lean Construction Tools

– Reduced transaction 
costs (contingencies and 
claims)

Owner

Contractor

Subs

Designer Project
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IPD: The Concept

Diagram from: H. Ashcraft, K. Delorey, D. Green, Integrated Project 
Delivery, ABA Forum on Construction Industry Annual Meeting (2011)
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IPD: The Concept

Negotiation Process Overview
 The Business Case
 Project Delivery Evaluation
 Project Team Selection
 Negotiating the Deal
 Contract
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The Business Case

 Identify Owner’s Key Project Goals
– Maximizing facility value?

– Return on investment?

– Schedule?

 Development of Owner Estimate
– Preliminary definition of project scope

– Preliminary cost estimate based on available 
market data

– Preliminary project schedule based on 
owner’s needs

 Financing

 Capacity
– Staffing

– Technology
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Project Delivery Evaluation

Is IPD Right for the Project and the Owner?

 Have to Unlearn What You Know
– Project Team Silos / Individual Contracts / Black Box Estimating
– Complete design before procurement and financing
– Guaranteed Maximum Price (“GMP”)
– Owner as end user

 Learning What You Need to Know
– IPD Project Delivery Workshop (What is it?  Why do it?)
– IPD Process Workshop (How will project work day-to-day?)

 People are Paramount
– Comfort with collaboration
– Mutual ownership / mutual responsibility / mutual investment in success
– Owner must play a more robust role
– Creativity and innovation encouraged

 Institutional Obstacles to Consider
– Statutory
– Corporate
– Finance
– Capacity
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Selecting the Project Team

 IPD assumes early involvement of owner, designer, contractor and key subs

 Owner brings project to market when development of business case is 
complete

 Market competition in IPD context

 Private Owner Team Selection:
– Existing relationships / Experience-based

– Request for Interest / Qualifications

– Bid Based on Fees and Overhead

 Public Owner Team Selection:

– Statutory procurement requirements

– Options

• Special legislation

• Best value selection

• Selection based on fees, overhead, profit share
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Negotiating the Deal

Business Terms First!
– Project Scope
– Management & Decision-making
– Compensation
– Project Targets
– Allowable Costs
– Contingencies
– Risk Allocation
– BIM and Document Ownership
– Dispute Resolution

Collaboratively Develop Plain 
Language Term Sheet

Contract Language Last!
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Negotiating the Deal

Diagram from: H. Ashcraft, K. Delorey, D. Green, Integrated Project 
Delivery, ABA Forum on Construction Industry Annual Meeting (2011)
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Negotiating the Deal

Target Validation
– Project Team assessment of feasibility of owner’s scope, estimate and 

schedule
– Prepares parties for contract price negotiation
– If feasibility not confirmed, termination for convenience

Diagram from: H. Ashcraft, K. Delorey, D. 
Green, Integrated Project Delivery, ABA 
Forum on Construction Industry Annual 

Meeting (2011)
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Key Terms -- Scope

Project Scope
– Identify the Owner’s project 

goals
– Micro-definition of scope not 

recommended; need flexibility 
as project moves through 
design phase

– Focus on identifying all work 
that needs to be completed to 
achieve project goals
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Key Terms – Management & Decision-Making

Project Management
– Project Management Team 

manages project day-to-day

– Senior Representatives of all 
Team members engaged and 
available for dispute resolution

Decision-Making
– Consensus

– Owner with final decision-
making authority

– Majority vote of senior 
representatives (with owner 
directive option)
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Key Terms – Management & Decision-Making

Diagram from: H. Ashcraft, K. Delorey, D. Green, Integrated Project 
Delivery, ABA Forum on Construction Industry Annual Meeting (2011)
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Key Terms -- Compensation

Compensation
– Goal is to align financial interests with project

– No one size fits all compensation structure

– Key Concepts

• Target Cost – collaboratively-developed, aggressively-priced project 
cost estimate that all Project Team members are incentivized to meet 
or beat

• Profit at Risk – total sum of profit from designer, contractor, and key 
subs that can be lost in the event the Target Cost is exceeded

• Shared Risk Cost – Target Cost + Profit at Risk = Shared Risk Cost
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Key Terms -- Compensation

Time 

Pr
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2 - 5% Construction Cost 

Target Cost 
Shared 

Risk Cost 

Cost
Savings 

Profit at Risk Offsets
Target Cost Overrun 

Direct Costs Only 
Paid by Owner 
(**Except as covered by 

Insurance)
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Key Terms -- Compensation

What Aspects of IPD 
Compensation are 
Negotiable?
– Target Cost
– Normal Profit
– Total Amount of Profit at Risk
– Team Member Shares of 

Profit at Risk
– Team Member Shares of Cost 

Savings
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Key Terms – Allowable Direct Costs

Designer
 Traditional Direct Costs = employee salary + subconsultants

– Multiplier for overhead and profit

 IPD Direct Costs = employee salary + subconsultants
– Multiplier reduced by designers share of profit at risk

Contractor
 Traditional Direct Costs = cost of work (including subs)

– Fee for overhead and profit

 IPD Direct Costs = cost of work (including subs)
– Fee reduced by contractors share of profit at risk

 Parties need to negotiate exactly what are and are not costs of work attributable to 
project

Subcontractors
 Subs can distort contractors allowable direct costs
 Key subs should be included in Project Team to make costs transparent and tied to 

the Target Cost and Shared Risk Cost
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Key Terms – Project Targets

 Target Types
– Target Cost
– Schedule / Milestones
– Sustainability

 Timing
– Set at the end of validation / 

target value design process

– Project Team can then set 
aggressive, but feasible targets

– Late targeting impedes 
collaboration
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Key Terms – Risk Allocation

Broad Categories of Project 
Risk:
– Project Outcomes (e.g. cost, 

schedule)

– Project Performance (e.g. cracked 
slab or leaking roof)

– Builder’s Risk (e.g. fire during 
construction)

– Third Party Claims (e.g. worker 
injury)
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Key Terms – Risk Allocation

 IPD Allocation of Risk
– Project Outcomes Risk:  WAIVED
– Project Performance Risk

• Warranty and professional liability 
claims preserved

• Safe harbor for joint decisions
• Retention of liability for own 

negligence and breaches of 
contract

– Builder’s Risk:  WAIVED to limits of 
insurance

– Third Party Claims: contractor 
indemnity or owner controlled 
insurance plan
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Key Terms – BIM Ownership

 Building Information Modeling
– The Benefits

• Supports collaborative design and 
construction

• Identifies design/construction clashes
• Efficient facility maintenance

– The Risks
• Capacity
• Control
• Blurred responsibility

– Need to Define
• Who contributes to BIM?
• Who manages BIM during project?
• Who provides IT support for BIM?
• Who owns BIM upon project completion?
• Who owns BIM liability?

– Form Documents
• ConsensusDOCS 301 BIM Addendum
• AIA E-202-2008 BIM Addendum
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Key Terms – Dispute Resolution

ADR

Senior 
Representatives

Project Team
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Key Terms – Term Sheet

 Key terms to be memorialized in plain language term sheet

 Term Sheet drives form, drafting and negotiation of contract

 Time to pick a contract form!
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Available Contract Forms
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Consensus Docs 300

 3 Party Agreement

 Decision-Making
– Project Management Group (Owner Designer Contractor)

– Consensus encouraged

– Owner decides if dispute

 Target Cost
– Based on 100% design documents

– Jointly developed by Project Management Group and set forth as amendment

– If Target Cost exceeds budget: (a) value-engineering, (b) re-bid, (c) termination
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Consensus Docs 300

 Compensation
– Traditional compensation

– Encourages financial incentives (e.g. Profit at Risk) to meet Target Cost

 Change Orders & Contingencies
– Traditional process, but for limited conditions (e.g. material changes in scope; agency 

changes; differing site conditions; owner changes)

 Risk Allocation
– Builder’s Risk, E&O, CGL, Workers Comp. and Auto

– Owner and Contractor waive all rights against each other for damages covered by insurance

– Waive consequential damages

– Safe Harbor for joint decisions OR traditional risk allocation
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Consensus Docs 300

 BIM Management
– Amendment negotiated by parties assigning contributions, project control and technology 

maintenance

 Dispute Resolution
– Discussions between involved parties only
– If unresolved, elevates to Project Management Group
– If unresolved, non-binding mitigation with Project Neutral or Dispute Resolution Board
– If unresolved, binding arbitration or litigation
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IPD Resources

www.ipd-ca.net
www.aia.org/ipd

www.consensusdocs.org
www.leanconstruction.org
www.autodesk.com/ipd


