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Disclaimer

The material in this presentation has been prepared by The Rhodes Group, Inc.  Except as cited within, all materials 
contained within this document are protected by copyright law and may not be reproduced, distributed, transmitted, 
displayed, or published without the prior, express written consent of The Rhodes Group, Inc.  You may not alter or 
remove any copyright or other notice from copies of this content.  The Rhodes Group, Inc. offers no representation or 
warranty, express or implied, as to the accuracy, reliability or completeness of the presentation or any information 
contained therein.

This material is intended solely as a general information resource and for educational purposes only.  The material 
presented is not tailored to your specific circumstance(s) and should not be construed as legal advice or opinion, nor 
should it be construed as an indication of future results.  The material should not replace independent professional 
judgment and YOU SHOULD EVALUATE ALL INFORMATION, OPINIONS AND ADVICE PROVIDED HEREIN IN 
CONSULTATION WITH YOUR LEGAL OR OTHER ADVISOR(S), AS APPROPRIATE.
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Panelists

Shawn Modar
The Rhodes Group

Louise Blake
KBR

Shelley Eichenlaub
Motiva Enterprises
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Objectives

• Gain tools and strategies to:
• Assess the shift in risk when transitioning from cost-reimbursable to 

lump sum contracts
• Understand key differences in administering changes under a lump 

sum versus reimbursable contract 
• Address the “cost-reimbursable mindset” that may hinder success on 

lump sum projects
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Agenda

• Introduction
• Overview of Contracting Mechanisms 

• Cost Reimbursable
• Lump Sum

• Changes 
• Reasons for Changes
• Timing of Changes
• Change Management

• Cost Reimbursable vs Lump Sum – A New World
• Transfer of Risk and Opportunities 
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Trends Towards Lump Sum
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Cost Reimbursable Lump SumHybrid

Contract Risk
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Cost Reimbursable Contracts
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Lump Sum Contracts
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Reasons for Changes 

Owner Initiated Contractor Initiated

• Design Changes
• Input/Output Changes
• Schedule Changes
• Priority Changes
• Inspection Changes
• Operation Staff Input

• Differing Conditions
• Weather Impacts
• Incomplete Design/RFIs
• Impact of Owner Initiated 

Changes on Schedule and 
Productivity
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Timing of Changes – Options & Implications

Project Timeline
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Contractor

Change Management

Cost Reimbursable Lump SumHybrid

Owner
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Cost Reimbursable 
• Monitor project events;
• Maintain Log of Unanticipated Events;
• Segregate Costs;

Lump Sum
• Monitor project events;
• Provide Timely Notice;
• Demonstrate Entitlement;
• Quantify Additional Work;
• Submit Change Order Request;
• Negotiate Change Orders;

Change Management Requirements (Contractor)
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Cost Reimbursable
• Monitor Cost and Productivity Trends;
• Monitor Design Development;
• Facilitate Timely and Comprehensive 

Design Input;
• Evaluate Most Effective Means to 

Address Issues during Design 
Development;

• Manage Communications;
• Provide Clear Direction in the Event of 

Changes;

Lump Sum
• Evaluate Change Order Requests;
• Negotiate Change Orders; 

Change Management Requirements (Owner)
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Agenda
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$

Cost Reimbursable Mindset

Owner
I can direct 

work as I see 
fit.

Contractor
I will be paid 
for the work 

that I perform.

No Incentive
to Document
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Potential Owner Risks

• Owner directed changes throughout construction
• Change Directives
• Directed Acceleration

• Change Management Skill Set
• Based primarily on estimated quantities, rates and costs;
• Can include components such as:

• Loss of Productivity;
• Extension of time;
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Potential Contractor Risks

• Handover from Bid to Execution Team – and beyond
• Unclear Lines of Communication;
• Internal Recognition and Communication of Change;
• Change Management Skill Set

• Identification of Change
• Substantiation of Entitlement to Change
• Methods of Quantification
• Substantiation of Costs and Time Extensions

• Need for More Robust Project Controls 
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Transfer of Risk and Opportunities 
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